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Executive Summary 

Background  

The Financial Stability Board (“FSB”) was created by the G-20 in 2009, in the aftermath of 

the financial crisis, to coordinate the response to that crisis by assessing the vulnerabilities 

in the financial system and developing recommendations to tackle such vulnerabilities. 

While the creation of the FSB is seen as a necessary and welcome step to ensure a 

harmonised and flexible approach to global financial regulation, it is useful to analyse the 

decision-making process of the FSB and, particularly the role of EU institutions in that 

decision-making process, in order to understand the impact on the EU’s capability to shape 

its own policy.  

In addition, the European representation in the FSB is not confined to the European 

Commission and the ECB, as 6 larger Member States (France, Germany, Italy, UK, Spain, 

Netherlands) have their own representation, which raises the question as to how the 

European position is defined and represented at the FSB meetings and whether prior 

coordination leading to a European position could strengthen the role and the influence of 

the European Union in the FSB. 

Lastly, we need to look at how the “soft power” exercised by the FSB complies with the 

requirements of due process, transparency and accountability as well as the democratic 

decision-making process of its members (whether nation-states or supranational 

organisations). 

Aims  

The objective of this paper are as follows: 

 to provide factual information about the composition and the functioning  

of the FSB; 
 

 to provide factual information about the role and representation of the EU  

in the FSB; 
 

 to formulate recommendations to increase the efficiency and transparency of the 

EU’s representation in the FSB; 
 

 to provide information on the accountability of the FSB and its compliance with 

international standards such as the Recommended Rules and Practices of the 

International Law Association (ILA). 

Executive summary 

It is generally recognised that the FSB has achieved its stated aim of better coordination of 

the global financial regulation, mostly through its uniquely broad composition that 

combines central banks, governments (Treasury ministers) and regulators, which 

distinguishes the FSB from existing standard setting bodies.  Decision-making in this 

international forum can also help to overcome nationalistic tendencies which may aim at 

softening necessary reforms and protecting the domestic banking industry. 

The FSB is not a legal body and it does not issue any binding standards.  It formulates 

“recommendations” for adoption by the G20 heads of state or heads of government and 

exercises soft power through reports and peer reviews.  As such, it does not legally impact 

the democratic decision-making process of member governments. However, it is 

acknowledged that it has a significant impact on the rule-making process via the G20  

process. 
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The FSB abides by the general principles of the ILA Rules and Recommendations, although 

there is room for more transparency regarding draft documents submitted for plenary 

meetings.    While currently documents are circulated to the FSB members for comments, 

prior to adoption, this is a closed consultation process.  

The FSB also holds public consultation processes on certain topics, but these suffer from 

some problems similar to other multilateral organisations, and the EU itself, face in 

soliciting actual feedback from the broader public.  Most of the consultation process is 

(also in view of the technicality of the issues discussed) a forum for the financial industry 

to exert influence on the final outcome of the FSB recommendations, with limited 

participation of “outsiders” (creating the risk of regulatory capture). 

The EU involvement in the FSB could benefit from the following changes to the decision-

making process: 

 EU positions defended or to be taken at FSB meetings (Plenary or in Committees) 

should be formally discussed on the agenda of the EFC: without the need to create 

a new formal co-ordination process, the current committees should be used to 

ensure that there is prior alignment of the positions of EC, ECB and the six Member 

States in order to avoid, as much as possible, the occurrence of divergent European 

positions in the FSB meetings, 
 

 regular communication by EC representative(s) with the European Parliament  

(ECON) (e.g. twice a year). 

The FSB internal decision-making process could benefit from the following changes: 

 greater transparency regarding meetings (including the publication of meeting 

minutes), also outside of the public consultation process; 
 

 more efforts to include “civil society” input in the public consultation process and 

more information regarding the feedback received and adopted in that consultation 

process (including, as the case may be, a register of the contacts held by FSB 

secretariat with interested parties). 

On a more structural level, the “soft law” approach of the FSB could evolve towards a 

formal, Treaty-based system or towards a more structural collaboration with the IMF, but 

this would also potentially limit the efficiency of the current policy co-ordination process, 

which has worked well in the past years.   

The implementation of the above recommendations will ensure additional transparency 

within the EU as well as proper co-ordination of EU policy positions.  It will also help the 

EU to better fulfil its potential as a global actor by contributing to a consensus position in 

FSB meetings shared by EC, ECB and Member States alike, increasing the EU’s leverage in 

the decision-making process in this informal transnational organisation. 
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INTRODUCTION 

OVERVIEW: THE EU’S ROLE IN THE FSB 

1. FACTUAL DESCRIPTION OF THE FSB: SET-UP  

1.1. Legal status, incorporation, country of establishment 

 Based in Basel, Switzerland. 
 

 Established after the 2009 G-20 London summit in April 2009 as a successor to 

the Financial Stability Forum (°1999). 
 

 Legal status: 
 

a) Initial mandate given to the Financial Stability Forum by the Finance Ministers and 

Central Bank Governors of the Group of Seven (20 February 1999). 
 

b) Broadened mandate given by the Heads of State and Government of the Group of 

Twenty (London Summit, 2 April 2009, “Declaration on Strengthening the Financial 

System”). 
 

c) The Financial Stability Board Charter of 25 September 2009 and its endorsement by 

the Heads of State and Government of the Group of Twenty.  
 

d) FSB is not a legal entity, it cannot enter into agreements or create legal rights or 

obligations (Article 16) and as such enforcement depends on peer pressure and 

“soft law”. 
 

e) Although the FSB was given a charter, that document was never ratified by any 

legislature. The charter also noted very clearly that it was “not intended to create 

any legal rights or obligations”. 

1.2. Objectives/mission statement: 

The Financial Stability Board (FSB) is established to coordinate at the international level 

the work of national financial authorities and international standard setting bodies (SSBs) 

in order to develop and promote the implementation of effective regulatory, supervisory 

and other financial sector policies. In collaboration with the international financial 

institutions, the FSB will address vulnerabilities affecting financial systems in the interest 

of global financial stability. 

1.3. Description of governance structure/decision-making bodies within the 

organisation. 

1.3.1. Who can become member? 

a) Authorities from jurisdictions responsible for maintaining financial stability, such as 

ministries of finance, central banks, and supervisory and regulatory authorities;  
 

b) International financial institutions; and  
 

c) International standard setting, regulatory, supervisory and central bank bodies. 

1.3.2. Internal bodies 

a) The Plenary: the sole decision-making body of the FSB for all matters governed by 

the FSB Charter; 
 

b) the Steering Committee; 
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c) standing Committees; 
 

d) Working Groups; 
 

e) the Regional Consultative Groups; 
 

f) the Chair; and 
 

g) the Secretariat. 

1.3.3. Stakeholder involvement 

The Chair can extend, after consultation with Members, ad-hoc invitations to 

representatives of non-FSB Members to attend the whole or part of the Plenary Meetings. 

In the context of specific sessions of the Plenary, the Chair can also invite, after 

consultation with Members, representatives of the private sector. 

Box 1:  Feedback on stakeholder 

FEEDBACK MEETING WITH THE EUROPEAN COMMISSION 11.03.2015, PRESENT 

FROM THE EC: Jonathan Faull (Director General FISMA) Almoro Rubin de Cervin (Head of 

Unit, FISMA, Financial Services Policy): 

 Both at the level of the FSB1 as at the level of European implementation2, there is a 

public consultation process. 
 

 It is of course true that the concerned parties (financial sector) have the largest 

vested interest, the expertise and the resources to be able to have a 

disproportionate stake in this consultation process3.  However, this is a general 

concern relating to public consultations and is certainly not limited to the FSB and 

the EC. 
 

 In fact, the EC goes to great lengths to solicit comments from outside of the 

financial sector companies or organizations, including by: 
 

a) Creating the Financial Services User Group (FSUG) to represent the interests of 

consumers, retail investors and micro-enterprises  

    (http://ec.europa.eu/finance/finservices-retail/fsug/index_en.htm) 
 

b) Subsidising Finance Watch (“a citizen’s counterlobby” founded in 2011), led by 

Christophe Nijdam, where consumers and society at large are represented. 
 

1.3.4. Voting modalities 

Decisions of the Plenary are taken by consensus (i.e. no actual voting takes place). 

Any Member representative should be able to request the discussion of a paper submitted 

for written procedure. 

1.3.5. Accountability 

The FSB will discharge its accountability, beyond its members, through publication of 

reports and, in particular, through periodical reporting of progress in its work to the 

Finance Ministers and Central Bank Governors of the Group of Twenty, and to Heads of 

State and Governments of the Group of Twenty. 

The accounts and the annual financial statements are audited by external auditors. 

                                           

1  http://www.financialstabilityboard.org/publications/consultation-documents/. 
2  E.g. open consultation regarding the Capital Markets Union (Green Paper): http://ec.europa.eu/finance/ 

consultations/2015/capital-markets-union/index_en.htm. 
3  See for example the list of respondents re TLAC: http://www.financialstabilityboard.org/2015/02/public-

responses-to-the-november-2014-consultative-document-adequacy-of-loss-absorbing-capacity-of-global-

systemically-important-banks-in-resolution/. 

http://ec.europa.eu/finance/finservices-retail/fsug/index_en.htm
http://www.financialstabilityboard.org/publications/consultation-documents/
http://ec.europa.eu/finance/consultations/2015/capital-markets-union/index_en.htm
http://ec.europa.eu/finance/consultations/2015/capital-markets-union/index_en.htm
http://www.financialstabilityboard.org/2015/02/public-responses-to-the-november-2014-consultative-document-adequacy-of-loss-absorbing-capacity-of-global-systemically-important-banks-in-resolution/
http://www.financialstabilityboard.org/2015/02/public-responses-to-the-november-2014-consultative-document-adequacy-of-loss-absorbing-capacity-of-global-systemically-important-banks-in-resolution/
http://www.financialstabilityboard.org/2015/02/public-responses-to-the-november-2014-consultative-document-adequacy-of-loss-absorbing-capacity-of-global-systemically-important-banks-in-resolution/
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Appointment processes should be open and transparent for all positions within the FSB. 

Box 2:   Feedback on accountability 

FEEDBACK MEETING WITH THE EUROPEAN COMMISSION 11.03.2015, PRESENT 

FROM THE EC: Jonathan Faull (Director General FISMA) Almoro Rubin de Cervin (Head of 

Unit, FISMA, Financial Services Policy) 

      Accountability 

 Important reminder: The FSB does not take any decisions. 
 

 The end result of any standard setting work done by the FSB is a “proposal for 

endorsement” that is sent by the Chairman of the FSB to the G-204.  
 

 In the end, it is always the G-20 (Heads of State, Prime Ministers) that adopt FSB 

recommendations and thus creates commitments for the G-20 Members. 
 

 All such recommendations are and remain subject to democratic decision-making of 

each of the Members: i.e. it is possible and it does in fact occur, that G-20 decisions 

are not implemented fully or exactly due to democratic processes that intervene. 

1.3.6. Financing 

The FSB is funded by the Bank for International Settlements (BIS) on the basis of and in 

accordance with the terms of a renewable “Multi-Year Funding Agreement” and by 

voluntary contributions from Members. 

For 2014: Contributions received in thousands: CHF 12 285 CHF (EUR 11 7105); CHF 1 

972 from BIS (EUR 11 412), CHF 313  (EUR 298) from others (total headcount: 30). 

1.3.7. Sources 

 FSB Charter http://www.financialstabilityboard.org/wp-content/uploads/r_1208 

09.pdf. 
 

 FSB Procedural guidelines http://www.financialstabilityboard.org/wp-content/ 

uploads/FSB-Procedural-Guidelines-31.1.13.pdf. 
 

 Articles of Association http://www.financialstabilityboard.org/wp-content/uploads/r 

_130128aoa.pdf. 
 

 FSB Annual Report http://www.financialstabilityboard.org/wp-content/uploads/ 

First-FSB-Annual-Report.pdf. 

1.4. Current membership of the organisation 

1.4.1. Participating entity 

The number of seats per country is decided collectively based on economic importance and 

diversity. Thus the BRICs, Canada, France, Germany, Italy, Japan, UK and USA hold 3 

seats each; Australia, Mexico, Netherlands, South Korea, Spain and Switzerland 2 seats 

each; and Argentina, Hong Kong, Indonesia, Saudi Arabia, Singapore, South Africa and 

Turkey  

  

                                           

4  See for example the letter written by Mark Carney on 4 February 2015: http://www.financialstabilityboard 

.org/wp-content/uploads/FSB-Chair-letter-to-G20-February-2015.pdf.  
5  EUR figures based on CHFEUR exchange rate of 25 March 2015: 0.9532. 

http://www.financialstabilityboard.org/wp-content/uploads/r_120809.pdf
http://www.financialstabilityboard.org/wp-content/uploads/r_120809.pdf
http://www.financialstabilityboard.org/wp-content/uploads/FSB-Procedural-Guidelines-31.1.13.pdf
http://www.financialstabilityboard.org/wp-content/uploads/FSB-Procedural-Guidelines-31.1.13.pdf
http://www.financialstabilityboard.org/wp-content/uploads/r_130128aoa.pdf
http://www.financialstabilityboard.org/wp-content/uploads/r_130128aoa.pdf
http://www.financialstabilityboard.org/wp-content/uploads/First-FSB-Annual-Report.pdf
http://www.financialstabilityboard.org/wp-content/uploads/First-FSB-Annual-Report.pdf
http://www.financialstabilityboard.org/wp-content/uploads/FSB-Chair-letter-to-G20-February-2015.pdf
http://www.financialstabilityboard.org/wp-content/uploads/FSB-Chair-letter-to-G20-February-2015.pdf
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1 seat each. 

Country Member Agency 

Argentina  Central Bank of Argentina 

Australia  Department of the Treasury 

Reserve Bank of Australia 

Brazil  Ministry of Finance 

Central Bank of Brazil 

Securities and Exchange Commission of Brazil 

Canada  Department of Finance 

Bank of Canada 

Office of the Superintendent of Financial Institutions (OSFI) 

China  Ministry of Finance 

People’s Bank of China 

China Banking Regulatory Commission 

France  Ministry of Economy, Industry and Employment 

Bank of France 

Autorité des Marchés Financiers (AMF) 

Germany  Ministry of Finance 

Deutsche Bundesbank 

Bundesanstalt für Finanzdienstleistungsaufsicht (Bafin) 

Hong Kong  Hong Kong Monetary Authority 

India  Ministry of Finance 

Reserve Bank of India 

Securities and Exchange Board of India 

Indonesia  Bank Indonesia 

Italy  Ministry of the Economy and Finance 

Bank of Italy 

Commissione Nazionale per le Società e la Borsa (CONSOB) 

Japan  Ministry of Finance 

Bank of Japan 

Financial Services Agency 

Republic of Korea  Bank of Korea 

Financial Services Commission 

Mexico  Ministry of Finance and Public Credit 

Bank of México 

Netherlands  Ministry of Finance 

Netherlands Bank 

Russia  Ministry of Finance 

Central Bank of the Russian Federation 

Federal Financial Markets Service 

Saudi Arabia  Saudi Arabian Monetary Agency 

Singapore  Monetary Authority of Singapore 

South Africa  Ministry of Finance 

Spain  Ministry of Economy and Finance 

Bank of Spain 

Switzerland  Swiss Federal Department of Finance 

Swiss National Bank 

Turkey Central Bank of the Republic of Turkey 

United Kingdom HM Treasury 

Bank of England 
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Financial Services Authority 

USA U.S. Department of the Treasury 

Board of Governors of the Federal Reserve System 

U.S. Securities & Exchange Commission 

International Organizations 

Bank for International Settlement (BIS) 

Organisation for Economic Co-operation and Development (OECD) 

The World Bank 

International Monetary Fund (IMF) 

European Central Bank (ECB) 

European Commission (EC) 

International standard-setting bodies and other groupings 

Basel Committee on Banking Supervision (BCBS) 

Financial Stability Board Secretariat 

International Association of Insurance Supervisors (IAIS) 

International Accounting Standards Board (IASB) 

International Organisation of Securities Commissions (IOSCO) 

Committees of Central Bank Experts 

Committee on the Global Financial System (CGFS) 

Committee on Payment and Settlement Systems (CPSS) 

Regional Consultative Groups (RCGs) 

RCG for the Americas 

RCG for Asia 

RCG for the Commonwealth of Independent States 

RCG for Europe 

RCG for the Middle East and North Africa 

RCG for Sub-Saharan Africa 

 

1.4.2. Status of membership of ESAs, ECB, Commission  

Whereas national FSF members had equal representation, FSB membership rules ensure 

that input is dominated by those countries with the greatest combined political and 

economic clout.  

Member states have between one and three representatives:  

- All member states are represented by their respective central bank.  
 

- Members with a second seat send a representative from their respective 

treasury or finance ministry.  
 

- Members with three representatives also send a financial services regulator, 

typically covering banking, insurance and securities together.  

Generally, countries with three seats comprise the traditional G7 and BRIC countries, 

which supports the view that political and economic clout is important, beyond 

functionality.  
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Griffith-Jones et al.6 note that in terms of structure and procedure, the Board is more 

formal than its predecessor. There is a formally-recognized plenary meeting of all the 

above-mentioned members, which appoints the Chair and Steering Committee by 

consensus. In practice, the Chair is quite influential indeed. He heads the Steering 

Committee, which in turn decides the agenda and adjusts the work of the Board in 

response to feedback from various sources. He also nominates Standing Committee 

members, who do most of the Board’s substantive work, to the plenary7.  

The FSB consists of three types of members: Member Jurisdictions, International 

Organizations, and International standard-and setting bodies and other groupings. The EU 

is represented by the ECB and the Commission, which are grouped among other 

international organizations such as the IMF, OECD and World Bank. Six EU Member States 

are also represented by their respective national authorities. 

As many of the new international financial standards the FSB is promoting, have 

unintended consequences for non-members, the FSB has established six regional 

consultative groups (RCGs). Each of the RCGs includes both members and non-members. 

They are designed to encourage greater dialogue between the two groups and 

approximately seventy non-member jurisdictions are participating in them. Some 

documents being discussed in the plenary meetings, but not yet made public, are shared 

with the RCGs for consultation, and recommendations and papers of the latter are 

reported back and circulated to the FSB’s Plenary. It should be kept in mind that the 

economies of the FSB members produce almost 90% of world GDP8. 

1.5. Membership in internal bodies 

1.5.1. Participation/Composition 

 Representation in the different internal bodies can differ across members: 

 the Plenary: all members  

http://www.financialstabilityboard.org/wp-content/uploads/plenary1.pdf 

EU Institutions: Vitor Constâncio, Vice President, European Central Bank, 

Jonathan Faull, Director General, Internal Market and Services, European 

Commission.  

Benoît Cœuré, Member of the Executive Board, European Central Bank, is also a 

member, but he does not represent the ECB in these meetings, but rather the BIS 

Committee on Payments and Market Infrastructure (which he chairs). 

 the Steering Committee; decided by the Plenary at the proposal of the Chair having 

regard to balanced representation in terms of geographic regions and institutional 

functions. http://www.financialstabilityboard.org/wp-content/uploads/steering 

committee1.pdf. 

EU Institutions: Vitor Constâncio, Vice President, European Central Bank, 

Jonathan Faull, Director General, Internal Market and Services, European 

Commission.  

                                           

6  Griffith-Jones, Stephany/Eric Helleiner/Ngaire Woods, 2010: Introduction and Overview. In: Eric 

Helleiner/Ngaire Woods/Stephany Griffith-Jones (eds.), The Financial Stability Board: An Effective Fourth Pillar 

of Global Economic Governance? Waterloo: Centre for International Governance Innovation (CIGI).  
7  Shawn Donnelly (2012), ‘Institutional Change at the Top: From the Financial Stability Forum to the Financial 

Stability Board’, in Renate Mayntz, ed. Crisis and Control: Institutional Change in Financial Market Regulation. 

Frankfurt/M: Campus and University of Chicago Press, 263-77.  
8  Global Financial Governance & Impact Report, New Rules, 2014. 

 

http://www.financialstabilityboard.org/wp-content/uploads/plenary1.pdf
http://www.financialstabilityboard.org/wp-content/uploads/steeringcommittee1.pdf
http://www.financialstabilityboard.org/wp-content/uploads/steeringcommittee1.pdf
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Benoît Cœuré, Member of the Executive Board, European Central Bank, is also a 

member, but he does not represent the ECB in these meetings, but rather the BIS 

Committee on Payments and Market Infrastructure (which he chairs). 

 Standing Committees 
 

a) Standing Committee on Assessment of Vulnerabilities (SCAV) 

http://www.financialstabilityboard.org/wp-content/uploads/scav1.pdf 

From the EU: France, Germany, Netherlands, Spain, UK,  

EU Institutions: ECB: (Vitor Constâncio, Vice President, European Central Bank) 
 

b) Standing Committee on Supervisory and Regulatory Cooperation (SRC) 

http://www.financialstabilityboard.org/wp-content/uploads/scsrc1.pdf 

From the EU: France, Germany, Italy, Netherlands, Spain, UK,  

EU Institutions: ECB: Vitor Constâncio, Vice President, European Central Bank, 

EC: Jonathan Faull, Director General, Internal Market and Services) 
 

c) Standing Committee on Standards Implementation (SCSI) 

http://www.financialstabilityboard.org/wp-content/uploads/scsi1.pdf 

From the EU: France, Germany, Italy, Netherlands, UK,  

EU Institutions: EC: Jonathan Faull, Director General, Internal Market and 

Services 
 

d) Standing Committee on Budget and Resources (SCBR) 

http://www.financialstabilityboard.org/wp-content/uploads/scbr1.pdf 

From the EU: Chair, France, UK 
 

          EU Institutions: none 

 Working Groups 

 the Regional Consultative Groups; members for Europe: 

 http://www.financialstabilityboard.org/wp_content/uploads/rcgeurope.pdf. 

1.5.2. Determination of the position (instructions/mandate) of EU representatives in 

these meetings 

Box 3:  Feedback on EU representatives 

 

FEEDBACK MEETING WITH THE EUROPEAN COMMISSION 11.03.2015, PRESENT 

FROM THE EC: Jonathan Faull (Director General FISMA) Almoro Rubin de Cervin (Head of 

Unit, FISMA, Financial Services Policy) 

There is no formal alignment of positions between EC, ECB and Member States 

 Member States, the EC and the ECB do not formally align their positions in view of an 

upcoming FSB meeting. 

 It is therefore possible, and it does in fact occur, that positions are not aligned and 

different views are expressed at the meeting.  However, EU participants aim to respect 

each other and avoid publicly disagreeing amongst each other.  In general, in such 

circumstances, the EC would solve this by taking a more cautious, reserved approach 

(“low profile”) with regard to the issue that is being discussed, to avoid open 

disagreement with one or more of the Member States representatives. 

 In some sense, the EC sees its role in those FSB meetings as that of a representative 

of the smaller Member States that do not have direct membership of the FSB. 

 The presence of several EU Member States, apart from the EC and ECB, leads to a 

proportionally larger representation of the EU versus other regions, a matter that 

http://www.financialstabilityboard.org/wp-content/uploads/scav1.pdf
http://www.financialstabilityboard.org/wp-content/uploads/scsrc1.pdf
http://www.financialstabilityboard.org/wp-content/uploads/scsi1.pdf
http://www.financialstabilityboard.org/wp-content/uploads/scbr1.pdf
http://www.financialstabilityboard.org/wp_content/uploads/rcgeurope.pdf
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certain regions sometimes complain about (including the US). 

-> As to the lack of formal alignment, it must be stated that other participants are not 

necessarily aligned either in their views on a national basis: e.g. the various 

representatives of the US (Treasury, FED and independent agencies) may have 

divergent views on topics that are discussed. 

In general, there is the view that the European Union has an important influence in the 

FSB meetings and that the current preparatory process is largely satisfactory because 

there is informal alignment and preparatory work. 

Informal alignment and preparatory work 

 EU representatives take and defend positions in the FSB based on in-depth preparatory 

talks and analysis. Positions are prepared and discussed in various other venues, 

before they reach FSB committees, namely: 
 

 EFC9 
 The Economic and Financial Committee (“EFC”): most of the FSB proposals and 

informal alignment work is done in the EFC. 

 The EFC is composed of senior officials of the Member States, central banks, ECB 

and the Commission and therefore has the same breadth of participants as the FSB 

itself. In general, these meetings are attended by the same people from the EC 

(Jonathan Faull) and the ECB (Benoit Coeuré and Vitor Constancio) that are also 

representing these EU institutions in the FSB plenary and committees. 

 The EFC also meets in a euro area configuration (European Working Group) in 

which only the Euro Area Member States, the Commission and the ECB are 

represented and which prepares the work of the Eurogroup. 

 The current president of the EFC is Thomas Wieser, an Austrian national (who is 

also president of the European Working Group) 

 

 FSC10 
 The Financial Services Committee (FSC) was set op on 18 February 2003 by 

the Ecofin Council to: 

 provide for cross-sectoral strategic reflection separate from the 

legislative process 

 help define the medium- and long-term strategy for financial services 

issues; 

 consider sensitive short-term issues; 

 assess progress and implementation; 

 provide political advice and oversight on both internal and external 

issues; 

 The FSC is composed of high-level representatives of the Member States and 

the EC.  The ECB has observer status. 

 The FSC works closely with the EFC in preparing ECOFIN meetings. 

 

                                           

9  http://europa.eu/efc/index_en.htm. 
10  http://www.consilium.europa.eu/en/council-eu/preparatory-bodies/financial-services-committee/. 

http://europa.eu/efc/index_en.htm
http://www.consilium.europa.eu/en/council-eu/preparatory-bodies/financial-services-committee/
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1.6. Description of product and process 

1.6.1. Mandate (what sort and given by whom) 

 Initial mandate given to the Financial Stability Forum by the Finance Ministers and 

Central Bank Governors of the Group of Seven (20 February 1999); 
 

 Broadened mandate given by the Heads of State and Government of the Group of 

Twenty (London Summit, 2 April 2009, “Declaration on Strengthening the Financial 

System”); 

 The Financial Stability Board Charter of 25 September 2009 and its endorsement by 

the Heads of State and Government of the Group of Twenty;  

 FSB is not a legal entity, it cannot enter into agreements or create legal rights or 

obligations (Article 16) and as such enforcement depends on peer pressure and 

“soft law”. 

1.6.2. Type of product (principles, standards, rules, guidelines, etc.) 

The FSB’s approach, like most domestic and international regulators, is to tackle discrete 

and pressing problems through tailored policy initiatives: for example, determining which 

banks should be designated as G-SIFIs, drafting rules on executive compensation, or 

deciding how much and what kind of capital such banks should be required to set aside.  

As part of its mandate, the FSB can: 

a) assess vulnerabilities affecting the global financial system and identify and review 

on a timely and on-going basis within a macro prudential perspective, the 

regulatory, supervisory and related actions needed to address them, and their 

outcomes; 
 

b) promote coordination and information exchange among authorities responsible for 

financial stability; 

 

c) monitor and advise on market developments and their implications for regulatory 

policy;  
 

d) advise on and monitor best practice in meeting regulatory standards; 
 

e) undertake joint strategic reviews of and coordinate the policy development work of 

the international standard setting bodies to ensure their work is timely, 

coordinated, focused on priorities and addressing gaps; 
 

f) set guidelines for and support the establishment of supervisory colleges.  

(The Board had established 30 colleges at the time of writing, each responsible for 

supervising a specific financial institution, and each incorporating regulatory 

supervisors from countries where the financial institution does the most business. 

This allows the Board to directly impact regulatory supervision alongside the 

national regulators who are ultimately responsible for them);  
 

g) support contingency planning for cross-border crisis management, particularly with 

respect to systemically important firms; 
 

h) collaborate with the International Monetary Fund (IMF) to conduct Early Warning 

Exercises; 
 

i) promote member jurisdictions’ implementation of agreed commitments, standards 

and policy recommendations through monitoring of implementation, peer review 

and disclosure; and 
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j) undertake any other tasks agreed by its Members in the course of its activities and 

within the framework of the Charter. 

1.6.3. Description of the standard setting process 

The FSB promotes global financial stability by coordinating the development of regulatory, 

supervisory and other financial sector policies and conducts outreach to non-member 

countries. It achieves cooperation and consistency through a three-stage process, 

including monitoring implementation of agreed policies. 

a) Vulnerabilities Assessment 

The FSB monitors and assesses vulnerabilities affecting the global financial system and 

proposes actions needed to address them. In addition, it monitors and advises on market 

and systemic developments, and their implications for regulatory policy. 

b) Policy Development and Coordination 

The FSB coordinates at the international level the work of national financial authorities and 

international standard setting bodies and develops and promotes the implementation of 

effective regulatory, supervisory and other financial sector policies. 

c) Implementation Monitoring 

The FSB monitors implementation of agreed financial reforms and its reporting to the G20. 

To strengthen the coordination and effectiveness of this monitoring, a framework for 

monitoring and reporting on the implementation of G20 financial reforms has been 

established. The FSB is involved in peer review of member jurisdictions, which helps fulfill 

country peer reviews, examining the implementation and effectiveness of standards 

developed by standard setting bodies and FSB policies. The Key Standards are regularly 

reviewed and updated by the FSB. These standards have proven to be highly influential in 

EU legislation on banking recovery and resolution. Although the FSB charter states that 

peer review is a requirement of membership, the FSB peer review handbook acknowledges 

that volunteers will be taken first and in practice to date country peer reviews have been 

limited to volunteers.  

The full FSB meets twice a year in Plenary (times and locations are still ad hoc.)  

The work of various taskforces, working groups and committees are approved by 

consensus.  

The Agenda was originally set by the G20 Summit. Now, the FSB reports to the G20 

Finance Ministers meetings that occur twice annually; the FSB also recommends actions to 

the Finance Ministers, who in turn can add or amend the FSB agenda.  

Information on the FSB agenda can be gathered from the G20 Finance Ministers Meetings, 

G20 Summit declarations, and FSB reports.   

End-products from the various working groups are published on the website.  Sometimes 

the members of the working group are included in the text.  

1.6.4. Stakeholder participation (including an indication if EU entities provide 

public/non-public input/comments to consultations) 

Stakeholders can now comment on consultative documents by a certain date. Responses 

are published on the FSB website unless respondents expressly request otherwise11. 

                                           

11  See: http://www.financialstabilityboard.org/responses-to-consultation/ 

http://www.financialstabilityboard.org/responses-to-consultation/
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As the ECB or EC are represented in the Standing Committees their input is systemically 

included.  

1.6.5. Transparency: such as open/in camera meetings, access to documents, etc. 

Traditionally, legitimacy of international norms arises from the consensual nature of 

international law—international rules apply only if there is state consent. An informal 

network like the FSB undermines this process of legitimatization in two ways. First, the 

participants in the networks are generally sub-state actors who themselves may not be 

directly accountable to the public at home. Second, when trans-governmental networks 

generate a strong norm for states to implement into domestic law states can no longer 

rely on procedural and judicial protections at home to ensure there is domestic 

accountability and legitimacy12.  

Final products from the various working groups are made publicly available on the website. 

However, accountability and transparency in the FSB can be improved. Still little 

information about its meetings is published. The meeting dates, attendance and minutes of 

the meetings of the Plenary end RCGs could be released. It will benefit transparency if 

more documents of these and other meetings are released13. 

1.6.6. Average time needed to agree on product 

Comments on consultative documents are published on the website after 2-3 months after 

initial publication of the consultation. Total time between conception of the programme 

and final decision may vary considerably depending on the item.  

Let’s consider the crucial item of the “Total Loss Absorption Capacity of Global Systemically 

Important Banks in resolution”. At the Seoul Summit in 2010, the G20 Leaders endorsed 

the FSB policy framework for reducing the moral hazard of SIFIs which set out the FSB’s 

agenda for addressing the risks arising from global systemically-important financial 

institutions (G-SIFIs). It consisted of requirements for assessing the systemic importance 

of institutions, for additional going-concern loss absorbency, for increased supervisory 

intensity, for more effective resolution and for stronger financial market infrastructure. The 

FSB’s report to the G20 on Progress and Next Steps Towards “Ending Too Big To Fail” of 

September 2013 set out the further actions required from the G20, the FSB and other 

international bodies to complete the policy initiative to end “too-big-to-fail”. It identified 

the need to develop a proposal on the adequacy of loss-absorbing capacity in resolution as 

one of the important outstanding issues to be addressed in the initiative. 

FSB consulted on this proposal for a common international standard on Total Loss-

Absorbing Capacity (TLAC) for global systemic banks on November 10 2014. Comments 

were welcomed by 2 February 2015 and published on 6 February 2015. The proposals 

respond to the call by G20 Leaders at the 2013 St. Petersburg Summit to develop 

proposals by end-2014. They were developed by the FSB in consultation with the Basel 

Committee on Banking Supervision (BCBS) and will, once finalised, form a new minimum 

standard for “total loss-absorbing capacity” (TLAC). In early 2015, the FSB will, with the 

participation of the BCBS and the Bank for International Settlements (BIS), undertake 

comprehensive impact assessment studies to inform the calibration of the Pillar 1 element 

of the TLAC requirement for all G-SIBs. The TLAC proposals will be finalised by the time of 

the next G20 Leaders’ Summit in 2015 taking account of the results of this consultation 

and of the impact assessments.  

                                           

12  Eric J. Pan, 2010, Challenge of International Cooperation and Institutional Design in Financial Supervision: 

Beyond Trans-governmental Networks, Chicago International Journal of law, 263-264. 
13  Helleiner, E., Global Financial Governance & Impact Report 2013. 
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So all-in all this will have taken more than 5 years to be developed. Implementation can 

be expected to take some more years. In many less intricate issues, it took a period of 

less than two years. Nolle (2013) provides an extensive overview of the discussion at the 

FSB on new regulations since the crisis. Nolle underlines the fact that the FSB hit the 

November 2012 deadline for publication of G-SIBS. Much less progress had been made on 

upgrading supervision for nonbanks. Regarding compensation practices which was an 

explicit goal for the G20 since November 2008, a Principles document was issued in 2009 

and by the time of the St. Petersburg Summit all member jurisdictions had implemented 

those principles in national regulation or supervisory guidelines.  

Ferran & Alexander (2011) state as a vital characteristic of the FSB: “The speed with which 

it has addressed an array of regulatory reform issues can be attributed in significant part 

to its institutional flexibility and the legally non-binding nature of its standards and rules, 

which facilitate regulatory and policy experimentation in addressing complex areas of 

economic policy. From the regulatory perspective, that is looking simply at the developing 

framework of standards, guidance and other instruments as they appear “on the books”, it 

is credible to contend that the FSB has usefully exploited the historic opportunity 

presented by the financial crisis and that its efforts have led to progress on some 

seemingly intractable issues14.” 

For such a complex issue, this may be considered a fairly smooth process however 

critical observers have every right to question whether it’s fast enough15.  

Box 4:  Feedback on decision-making process 

EDBACK MEETING WITH THE EUROPEAN COMMISSION 11.03.2015, PRESENT 

FROM THE EC: Jonathan Faull (Director General FISMA) Almoro Rubin de Cervin (Head 

of Unit, FISMA, Financial Services Policy) 

Decision-making process/length of time 

There is always a balance to be strike between (i) speed of standard adoption and (ii) 

quality of standards.  Some may say that the process is taking a long time (7 years 

after the start of the crisis, major pieces of regulation are still being discussed), but the 

FSB was only created recently and, in view of its global composition, the speed with 

which analysis, reviews and recommendations are produced seems to be quite fast. 

With regard to the Total Loss Absorption Capacity-example, the speed of the process 

was satisfactory, but disagreements may still delay the final result.   In fact, the EC has 

requested a global impact assessment (comprehensive quantitative impact study) in 

part in order to create more time to seek a consensus between different positions 

advocated at the FSB meetings. 

1.7. Other relevant features 

Since its foundation the FSB has been working intensively within the established soft law 

approach on a diverse range of issues that fall within its remit. For example, it has 

overseen reviews of the system of supervisory colleges, it has established Principles for 

Sound Compensation Practices, it is involved in the development of a consistent regulatory 

framework for the oversight of hedge funds, it is overseeing the emergence of national 

and regional frameworks for the registration, regulation and oversight of credit rating 

                                           

14  Ferran, Eilis and Kern Alexander, Can Soft Law Bodies be Effective? Soft Systemic Risk Oversight Bodies and 

the Special Case of the European Systemic Risk Board (November 4, 2010). University of Cambridge Faculty of 

Law Research Paper No. 36/2011.  
15  Joseph Stiglitz , Watchdogs need not bark together; Financial Times, February 9, 2010.  
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agencies. It has been specifically asked by the G20 to address the “too big to fail” 

problems associated with systemically important financial institutions16.  

A large number of countries are affected by the deliberations of the FSB but remain 

without much participation. The FSB has openly recognized the problem that many of the 

new international financial standards can have unintended consequences for non-

members.  Six regional consultative groups (RCGs) for the worlds regions were created to 

remedy this.  

  

                                           

16  FSB, Overview of Progress in Implementing the London Summit Recommendations for Strengthening Financial 

Stability (September 2009) 2-3; FSB, Progress since the Pittsburgh Summit in Implementing the London 

Summit Recommendations for Strengthening Financial Stability (Nov 2009), 13; FSB, Progress since the St 

Andrews Meeting in Implementing the London Summit Recommendations for Strengthening Financial Stability 

(Apr 2010), 17. 
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2. LEGAL DISCUSSION OF ACCOUNTABILITY OF 

INTERNATIONAL ORGANISATIONS; AS WELL AS, 

COORDINATION, LEVEL, IMPACT AND 

ACCOUNTABILITY OF EU PARTICIPATION 

2.1. Legal basis on EU level governing the role of EU (participant/s) in the 

FSB; other major legal requirements to be taken into account on Member 

States' level and global level? 

 

Remember the FSB is without legal standing as it is only the product of a political 

statement. The BIS issued this press communiqué on 3 April 2009 when the Financial 

Stability Forum re-established as the Financial Stability Board: 

As obligations of membership, member countries and territories commit to pursue the 

maintenance of financial stability, maintain the openness and transparency of the financial 

sector, implement international financial standards (including the 12 key International 

Standard and Codes), and agree to undergo periodic peer reviews, using among other 

evidence IMF/World Bank public Financial Sector Assessment Program reports. The FSB 

will elaborate and report on these commitments and the evaluation process17.  

Typically, these ‘12 key International Standard and Codes’ did originate at other 

international financial institutions like the IMF, World Bank, IASB. They are grouped into 

the three main categories of macroeconomic policy and data transparency, institutional 

and market infrastructure, and financial regulation and supervision.  

The original twelve key standards were the following18:  

1.  Code of Good Practices on Transparency in Monetary and Financial Policies 

(IMF). 

2.  Code of Good Practices on Fiscal Transparency (IMF).  

3.  Special Data Dissemination Standard; General Data Dissemination System 

(IMF).  

4.  Insolvency and Creditor Rights (WorldBank). 

5.  Principles of Corporate Governance (OECD).  

6.  International Accounting Standards, IAS (IASB). 

7. International Standards on Auditing, ISA (IFAC).  

8.  Core Principles for Systemically Important Payment Systems;(CPSS); 

Recommendations for Securities Settlement Systems (CPSS/IOSCO). 

9.  The Forty Recommendations of the Financial Action Task Force, and Nine 

Special Recommendations Against Terrorist Financing (FATF).  

10.  Core Principles for Effective Banking Supervision (BCBS).  

11.  Objectives and Principles of Securities Regulation (IOSCO); and  

12. Insurance Core Principles (IAIS). 

                                           

17  http://www.bis.org/press/p090403a.htm. 
18  http://www.financialstabilityboard.org/what-we-do/about-the-compendium-ofstandards/key_standards/. 

http://www.bis.org/press/p090403a.htm
http://www.financialstabilityboard.org/what-we-do/about-the-compendium-ofstandards/key_standards/
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2.2. Definition of positions of EU participants (European Commission, ECB, 

etc.) and mandate; formalisation; coordination; processes and results 

 

EU participants in FSB meetings base their positions on EU legislation, if available. For 

instance in the case of the discussions on the Total Loss-Absorbing Capacity (TLAC) at the 

Financial Stability Board, this will be among others the Parliamentary work on the “Bank 

Recovery and Resolution Directive (BRRD)” (Resolution is the third pillar of the BRRD).  

This should be guaranteed given the implication of the different concerned institutions in 

the standard setting process at the EU-level: the ECB e.g. received a request from the 

European Parliament for on opinion on the proposed regulation in the framework of a 

Single Resolution Mechanism and a Single Bank Resolution Fund19.  

It is exactly the objective of a forum like the FSB to make regulation coherent between the 

international and the European level. The progress and speed of the proceedings at 

different levels can diverge quite significantly. For the example of the minimum loss-

absorbing liabilities, the European discussion was several steps ahead: it started in 2012 

and the FSB discussion only began in 2014. There is a broad consensus that both ratios 

should converge, albeit maintaining the European local features.  

Whereas the FSB’s proposal applies only to global systemically important banks (G-SIBs), 

the Minimum Requirement for Own Funds and Eligible Liabilities (MREL) is relevant to all 

banks in the EU. Following the publication of the Financial Stability Board’s (FSB) proposals 

for an international standard for Total Loss-Absorbing Capacity (TLAC), the European 

Banking Authority (EBA) has published a consultation on MREL with the objective to make 

the standards coherent.  

It should be clear that this is an exercise of great complexity. In order to make things 

work, it is certainly advisable that there greater efforts of coordination and 

reporting and an evaluation of the final results in the political arena i.e. European 

Parliament are to be made.  

2.3. How and to whom do EU participants report back? Is there transparency 

(publicly available information)? 

 

It could be argued that there is a lack of transparency and that this could be partially 

resolved through publication of “opinions” and input to the FSB. Certainly for EU 

participants this could be seen as confirming existing practices. For instance, the ECB 

publishes its opinions on the legal framework: https://www.ecb.europa.eu/ecb/legal/ 

opinions/html/index.en.html. 

 

 

 

 

 

 

 

                                           

19  https://www.ecb.europa.eu/ecb/legal/pdf/en_con_2013_76_f_sign.pdf. 

https://www.ecb.europa.eu/ecb/legal/opinions/html/index.en.html
https://www.ecb.europa.eu/ecb/legal/opinions/html/index.en.html
https://www.ecb.europa.eu/ecb/legal/pdf/en_con_2013_76_f_sign.pdf
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Box 5:  Feedback on transparency 

FEEDBACK MEETING WITH THE EUROPEAN COMMISSION 11.03.2015, PRESENT 

FROM THE EC: Jonathan Faull (Director General FISMA) Almoro Rubin de Cervin (Head of 

Unit, FISMA, Financial Services Policy) 

The website of the FSB contains relevant information regarding assessments and 

proposals (e.g. letters of FSB Chairman to the G-20 and its annexes are published on the 

website of the FSB).  The FSB also publishes peer reviews and has prepared and published 

its first annual report in January 2015. 

As to reporting by EU representatives, the following can be said: 

Decision-making in the FSB is very gradual and not every meeting delivers reportable 

results. 

a) This being said, the EC has, to date not been asked by the European Parliament to 

report on ongoing discussions within the FSB or G20.   

b) The EC would be willing to provide periodic feedback to the European Parliament on 

any pending issues and therefore increase information sharing and transparency. (E.g. US 

where the SEC and FDIC etc do not even report to the executive but directly to Congress). 

The EC believes that this would aid the understanding of the EP on how the decision-

making process works and may allow EP views to be taken more into account in these 

discussions. 

 

In the middle of international negotiations, some discretion can be wise, but then 

transparency can be guaranteed by publishing input after the process has been finished. 

The full FSB meets twice a year. It could certainly be imagined that the 

representatives of the EU institutions brief the European Parliament before about 

the issues and report back with their input at the meeting. 

2.4. Identification of possible conflicts of interest and suggestions on how to 

deal with them  

In the search for reasons of the lax regulation during the years leading up to the 2007-

2008 crisis, a lot of discussion centres around the phenomenon of capture of public 

authorities by lobbying of private financial institutions. This risk should not be neglected 

going forward in view of the new ambition for reining in bubbles as part of the new to be 

developed “macro prudential” regulation.  

Transparency can also help to reduce the risk of capture by encouraging greater public 

engagement in the FSB’s activities. Public interest groups that try to provide a 

counterweight however do not have the resources and capacities to gain access to 

policymakers.  

The wording of the FSB’s initial 2009 charter could according to some critics be interpreted 

as confirming privileged access of private sector groups (Helleiner 2013)20. It stated that, 

when developing its medium and long-term goals, the FSB would “consult widely amongst 

its members and with other stakeholders including private sector and non-member 

authorities.” 

By restricting its choice of societal actors to the “private sector,” the FSB exposed itself to 

the criticism that private financial groups would receive special treatment. The revised 

2012 charter partially responded to this criticism. While retaining those provisions, it 

                                           

20  Global Financial Governance & Impact Report 2013. 
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added a new line: “The FSB should have a structured process for public consultation on 

policy proposals.” However, as the experience of the public consultations until now shows, 

respondents are still overwhelmingly private sector groups.  

Civil society organizations could be invited for specific sessions of the plenary session  

(as for representatives of the private sector) and RCGs. Also input from such organizations 

can be used by the various working groups of the FSB, task forces and committees. Since 

the discussion at the FSB affects millions of citizens, a transparency register that 

shows the groups and organizations with which the FSB interacts could be an 

option to consider21. 

While the FSB rule-making procedure allows for a public comment period, market 

participants argue that the process by which these comments are actually taken into 

account is opaque and that they have little sense of whether their comments have any 

impact on outcomes at all22. 

2.5. SWOT (Strengths, Weaknesses, Opportunities, Threats) analysis for the 

European Union and the Member States regarding the current situation 

and of possible alternative approaches 

Strengths: 

The FSB provides a unique venue whereby dialogue on national regulatory and supervisory 

policies and international cooperation mechanisms among national authorities, 

international standard setters and international institutions can be achieved. As 

underscored by the FSB Chair Mario Draghi, the “strength of the FSB lies in its 

membership” as it “brings together in one organization senior level representatives 

(heads or deputies) from all the relevant actors: regulatory authorities, central banks and 

finance ministries from 24 jurisdictions spanning the major financial centres across the 

globe” and these national representatives are “joined on the Board by the heads of the key 

international standard setting bodies and by high-level officials from the major 

international financial institutions.23” 

The FSB is “more institutionally developed” than its predecessor in three ways: (i) 

internally (to handle an increased workload on standards, supervision and the open 

method of coordination), (ii) internationally (to handle the increased work of coordinating 

and proposing improvements to international standards), and (iii) with regard to the 

institutional capacities and regulatory policies of national jurisdictions (through the open 

method of coordination). It remains however soft power.  Given that direct political input 

by core countries is built into the Board’s decision-making and deliberative institutions, it 

seems that the Board provides a suitable mechanism for pushing stronger international 

standards from standard- setters when political consensus prevails, but not otherwise24. 

Some judged that the International Accounting Standards Board (IASB), the soft standard-

setter for international financial standards, failed to meet the expectation for a rapid 

response to problematic accounting issues in the 2007-9 financial crisis. The complaint of 

                                           

21  Helleiner, E., Global Financial Governance & Impact Report 2013. 
22  Riles, A., “Is New Governance the Ideal Architecture for Global Financial Regulation?”,  Cornell Law Faculty 

Publications. Paper 666. http://scholarship.law.cornell.edu/facpub/666. 
23  Mario Draghi, Challenges to financial stability and the proposals of the Financial Stability Board, Address by  

Mr Mario Draghi, Governor of the Bank of Italy and Chairman of the Financial Stability Board, at the 12th 

Conference of the ECB-CFS Research Network. 
24  Donnelly, S. (2012), ‘Institutional Change at the Top: From the Financial Stability Forum to the Financial 

Stability Board’, in Renate Mayntz, ed. Crisis and Control: Institutional Change in Financial Market Regulation. 

Frankfurt/M: Campus and University of Chicago Press, 263-77. 

http://scholarship.law.cornell.edu/facpub/666
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being “inflexible, slow, over academic and out of touch”, can much less be applied  

to the FSB25. 

Weaknesses: 

Not all members of the FSB are equally influential. In fact the Basel Committee is the 

most cohesive, powerful standard-setter represented at the FSB. Its members took on the 

role of setting standards independently before either the Board or the Forum was 

established and continue to do so; some of them take part in G10 meetings on global 

finance and G10 committees studying the global financial system, and attend G20 

meetings as well26.  

An intricate problem is that every individual country has the tendency to promote their 

banks’ interests in international competition. The watering down of regulatory reform has 

often been due to efforts of countries trying to shield the countries’ champions. In 

international negotiations this has often greater weight than concerns about financial 

stability.  The fact that FSB is still consisting of individual member states of the EU apart 

from the EU and ECB as institutions is far from innocent. Many politicians exhibit a 

remarkable discrepancy between speech and action. In speech they are often critical of 

banks, but they do little to curb the risks that banks impose on taxpayers. "They often 

align themselves with bankers because they want to promote their countries' banks 

interests in international competition27". And this can sometimes impede  necessary 

reform28.   

According to Davies29 (2010: 187), the US Congress in particular has proven a point of 

open access for banks and other financial institutions seeking to soften the application of 

international standards.  

Indeed, some would argue we need institutions like the FSB to overcome banking 

nationalism. McPhilemy argues that national discretion survives in a complex regulatory 

system that is moving towards a supranationalization of banking governance30.  

Threats: 

We have to be careful that the pursuit of global regulation doesn’t undermine Europe’s 

ability to reform its financial sector sufficiently. This is exactly the concern of Harvard 

professor Dani Rodrik. ”The world economy will be far more stable and prosperous with a 

thin veneer of international co-operation superimposed on strong national regulations than 

with attempts to construct a bold global regulatory and supervisory framework. The risk 

we run is that pursuing an ambitious goal will detract us from something that is 

more desirable and more easily attained31.”  

What happens now is that officially decisions are based upon the workings of the Plenary 

of the FSB but in practice some countries have disproportionally more impact by 

                                           

25  C McCreevy, ‘Financial Reporting in a Changing World: Keynote Address’, 7 May 2009. Text of speech available 

at http://www.iasplus.com/europe/0905mccreevy.pdf. 
26  Donnelly, S.  (2012), ‘Institutional Change at the Top: From the Financial Stability Forum to the Financial 

Stability Board’, in Renate Mayntz, ed. Crisis and Control: Institutional Change in Financial Market Regulation. 

Frankfurt/M: Campus and University of Chicago Press, 268. 
27  Hellwig, M. and A. Admati (2013), The Bankers' New Clothes, Princeton, Princeton University Press. 
28  Donnelly, S., "Power politics and the undersupply of financial stability in Europe", Review of International 

Political Economy, 21(4), 2014, pp. 980-1005. 
29  Davies, Howard, 2010: Global Financial Regulation after the Credit Crisis. In: Global Policy 1(2), 185–190. 
30  McPhilemy, S., "Integrating rules, disintegrating markets: the end of national discretion in European 

banking?", Journal of European Public Policy, 21(10), 2014, pp. 1473-1490. 
31  D. Rodrik, A Plan B for global finance, The Economist, 2009 http://www.economist.com/node/13278147. 
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combining their forces in smaller, more cohesive groups. The most evident example is the 

Senior Supervisor’s Group32 (comprising representatives from the United States (the 

Federal Reserve Bank of New York, which hosts the SSG, the US Federal Reserve, the 

Securities and Exchange Commission, the Office of the Comptroller of the Currency), 

Canada, Japan, Switzerland, France (the respective central banks), Germany and the 

United Kingdom (the respective Financial Service Authorities), Hong Kong, Spain and 

Italy33. The existing state of research on how consensus is reached in international bodies 

such as the FSB (Koppel 2010) suggests that a small, cohesive group like the SSG will 

continue to set the tone for the foreseeable future, even if it has no formal status within 

the Board34.  

Opportunities:  

A paradox inherent to soft law institutions is that success in effectiveness creates 

concerns about the accountability. One way to deal with this is according to Bossone, 

closer collaboration between the FSB and the IMF: “with all its limitations, the IMF is a far 

more legitimate, transparent and accountable institution than any self-selected ‘G’ group of 

countries35”. This would of course then be more structural than the current collaboration in 

the context of the “Early Warning Exercises”36. Suggestions have even been made by some 

for external representation of the euro area by the IMF for both fiscal and monetary issues 

(Maier and Bassot, 2012).  

The major alternative to the actual set-up would be substituting the current soft-law 

approach for new hard-edged, Treaty-based rules or institutions. Proposals in that sense37 

have not gained momentum in the immediate post-crisis period. It probably will not be 

realistic to move to this alternative in the immediate future, but reflection on other paths 

can always be wise. Note that the High Level Group on Financial Supervision in the EU, (de 

Larosière Report), suggested that thought might be given to establishing a full international 

standard setting authority, established by a treaty. Then governor of Bank of England, 

Mervyn King, even mentioned the metamorphosis of the G20 into a governing council for 

the IMF38. Ferran and Alexander39 claim that mounting formal regulation will put pressure on 

the existing international soft law regime: “It is thus possible that the regulation of systemic 

risk in a global macro-prudential regime could become a catalyst for significant change in 

the character of international financial law.” But still today a hard law institution (like the 

WTO) is currently not realistic for international financial standards for reasons of 

                                           

32  Donnelly, S. (2012), ‘Institutional Change at the Top: From the Financial Stability Forum to the Financial 

Stability Board’, in Renate Mayntz, ed. Crisis and Control: Institutional Change in Financial Market Regulation. 

Frankfurt/M: Campus and University of Chicago Press. 
33  http://www.newyorkfed.org/newsevents/news/banking/2010/an101223.pdf. 
34  Koppel, Jonathan, 2010: World Rule: Accountability, Legitimacy, and the Design of Global Governance. 

Chicago: University of Chicago Press. 
35  Bossone, Biagio, 2008 IMF Surveillance: A Case Study on IMF Governance, IMF. 
36  Frederick Ryan Castillo, 2011, The International Monetary Fund and the Financial Stability Board: Strengthening 

International Supervisory Coordination in the New International Financial Architecture, Harvard Law School. 
37  Eatwell and L Taylor, Global Finance at Risk: The Case for International Regulation (Polity Press,2000), Mario 

Giovanoli, The Reform of the International Financial Architecture After the Global Crisis, 42 N.Y.U. J. Int'l L. & 

Pol. 81, 85 (2009-2010). 
38  M King, Text of Speech at the University of Exeter (19 Jan 2010), 8. Text of speech available at 

http://www.bis.org/review/r100122a.pdf. 
39  Ferran, Eilis and Kern Alexander, Can Soft Law Bodies be Effective? Soft Systemic Risk Oversight Bodies and the 

Special Case of the European Systemic Risk Board (November 4, 2010). University of Cambridge Faculty of Law 

Research Paper No. 36/2011.  

http://www.newyorkfed.org/newsevents/news/banking/2010/an101223.pdf
http://www.bis.org/review/r100122a.pdf


Policy Department A: Economic and Scientific Policy 

 

 28 PE 542.191 

sovereignty but also deep differences in legal systems (e.g. in the US)40.  

Overlaps exist between the Fund and the Board. For instance, while in theory, the 

delineation of responsibilities between the IMF and the FSB with respect to vulnerabilities 

assessment appear to be clear, in practice however overlaps do abound. As the crisis has 

demonstrated, what are originally considered to be “macroeconomic and macro-financial 

vulnerabilities” (which are the province of the Fund) can quickly sweep into “financial sector 

vulnerabilities” (which are the province of the Board). As another example, it may be 

observed that the FSB’s peer review process is close to FSAPs and ROSCs conducted by the 

IMF41. A position the European Union can consider is to gradually try to shift more and 

more international tasks from the FSB towards the IMF. 

In practice, the focus has been on reforming the soft system to make it more effective and 

more representative. From the European perspective both accountability and alignment of 

the work of the FSB with EU regulation is a relevant issue. More coordination of the 

position of the EU with its member states and more collaborative preparation of their input 

for the FSB will only strengthen its influence.  

2.6. Analysis of the possible linkages with the European Economic Governance 

and the Global Economic Governance 

Financial regulation typically originates from financial crises. In 1999, the G7 reacted to 

the Asian and Russian financial crises by creating the Financial Stability Forum (FSF). The 

work of the FSF, however, has been called “underwhelming”42. In response to the recent 

financial crisis, the G20 replaced the FSF with the Financial Stability Board (FSB). 

One of the key roles of the FSB is to monitor the implementation of commitments made at 

the G20. It recently pointed to four main elements of regulatory reform that still need to 

be addressed by the G20 membership. These key issues are (i) building resilience of 

financial institutions; (ii) ending too-big-to-fail institutions; (iii) transforming shadow 

banking to transparent and resilient market-based financing and (iv) making derivatives 

markets safer.  

The two main criticisms on the FSB have been (1) lack of transparency, accountability and 

(2) lack of enforcement capability. Trans-governmental networks are inherently passive 

entities: They function by waiting for consensus to develop concerning the convergence or 

harmonization of rules and standards. With small or even non-existent secretariats, these 

networks do not have the resources, technical competence or authority to initiate actions 

unless they have the strong support of the most significant parties. The decision to pursue 

new regulation often takes place at the behest of states that make their desires known 

through political agreements brokered at state-to-state contact groups43. However, the 

FSB has certainly the ambition to strengthen its enforcement capability through its peer 

reviews. As FSB members are now really committed to submit to periodic peer review, one 

can even talk of ‘hardening the soft law of international financial regulation’. However it 

still has no ability to impose real sanctions for noncompliance.  The process of peer 

reviews has been seen by some as an adequate answer to the accountability 

                                           

40 DW Arner and MW Taylor, ‘The Global Financial Crisis and the Financial Stability Board: Hardening the Soft Law 
of International Financial Regulation?’ (2009) 32 University of New South Wales Law Journal 488,  
498-500. 

41  Frederick Ryan Castillo, 2011, The International Monetary Fund and the Financial Stability Board: Strengthening 

International Supervisory Coordination in the New International Financial Architecture, Harvard Law School. 
42  Enrique R. Carrasco, The Global Financial Crisis and the Financial Stability Forum: The Awakening and 

Transformation of an International Body 19 Transnat’l Law & Contemp. Probs. 203 (2010). 
43  Eric J. Pan, 2010, Challenge of International Cooperation and Institutional Design in Financial Supervision: 

Beyond Transgovernmental Networks, Chicago International Journal of law, 263-264. 



The European Union's Role in International Economic Fora - Paper 2: The FSB 

 

PE 542.191 29  

issue. Sabel and Simon (2006) write that peer review actually provides better popular 

accountability than the traditional formal “principal-agent” model of democratic 

accountability (in which elected “agents” are accountable through elections to the public as 

“principal”) because the deliberative process entailed in peer review—what they term 

“dynamic accountability44”—actually entails a more substantive and meaningful form of 

accountability than formal electoral accountability45. The country peer reports are designed 

to complement the Financial Sector Assessment Program (FSAP) process of the IMF. Thus, 

in addition to undergoing an FSAP every 5 years, each member jurisdiction will also 

undergo a country peer review taken around 2-3 years following. On the other hand, 

thematic peer reviews focus on standards implementation “across the FSB membership”, 

with “particular attention to consistency in cross-country implementation and the 

effectiveness of the policy or standard in achieving the intended results.” The compliance 

reports of the G20 Research Group at the University of Toronto allow comparisons of the 

implementation rate of financial reform with reform in other domains (macroeconomics, 

trade, food & agriculture, energy, climate change…).46 Compliance in domains of trade and 

labour typically ranks a lot higher than in financial domains. There is also wide diversity of 

compliance within financial regulation. Reform of the over-the-counter derivatives market 

lacks implementation in most countries; compensation practices reform has been adopted 

in half of the jurisdictions, whereas implementation of banking capital requirements is 

progressing47. Compliance in Europe is above the G20 average mainly because of the 

modest implementation in emerging economies. Some caution is warranted for concluding 

too much on the compliance rate since 2008. It is reasonable to state that there was a 

transition from “crisis management phase” between 2008 and 2011 towards a less 

intensive phase from 2012 on. Another interpretation is however to state that one started 

with less controversial issues and that it is quite natural that when more fundamental 

issues are confronted, adoption is more reluctant.  

Following table from Castillo (2011) summarizes the different mechanisms employed by 

the IMF and the FSB to address the three key areas where international coordination is 

necessary in the post-crisis era48.  

 IMF FSB 

Assessment of Systemic 

Vulnerabilities 

Modernizing surveillance 

G20 Mutual Assessment 

Process 

IMF-FSB Early Warning 

Exercise and Information 

Gaps 

SC on Vulnerabilities 

Assessment 

IMF-FSB Early Warning 

Exercise and Information 

Gaps 

Macroprudential Policy Tools 

and Frameworks with IMF 

and BCBS 

                                           

44  Charles F. Sabel and Jonathan Zeitlin, Learning from Difference: The New Architecture of Experimentalist 

Governance in the European Union,  the European Law Journal, vol. 14, no. 3 (2008): 271-327. 
45  DW Arner and MW Taylor, ‘The Global Financial Crisis and the Financial Stability Board: Hardening the Soft 

Law of International Financial Regulation?’ (2009) 32 University of New South Wales Law Journal 488,  

498-500. 
46  G20 Research Group, 2013 St. Petersburg G20 Summit Final Compliance Report, 15 November 2014 

http://www.g20.utoronto.ca/compliance/2013stpetersburg-final/index.html. 
47  G20 Research Group, MAPPING G20 DECISIONS IMPLEMENTATION, How G20 is delivering on the decisions 

made, December 13, 2012.https://www.hse.ru/data/2012/12/13/1301054564/Mapping_G20_Decisions 

_Implementation_full_report.pdf. 
48  Frederick Ryan Castillo, 2011, The International Monetary Fund and the Financial Stability Board: 

Strengthening International Supervisory Coordination in the New International Financial Architecture, Harvard 

Law School. 
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 IMF FSB 

Implementation of 

Standards 

Targeted and Flexible 

ROSCs 

Mandatory FSAPs for 25 

“systematically important” 

countries 

Collaboration with the FSB 

SC on Standards 

Implementation 

Framework:Strengthening 

IFS Adherence 

1. Member Obligations: 

Implementation 5 yr 

FSAPS and disclosure 

2. Thematic and Country 

Peer Reviews 

3. FSB Toolbox: Int’l 

Cooperation and 

Information Exchange 

Standards e.g. list of 

non-cooperative 

jurisdictions, “sanctions” 

Oversight of Large 

Complex Financial 

Institutions 

Mapping Global Financial 

Networks 

IMF Framework for Cross-

Border Resolution of Global 

Banks 

SC on Supervisory and 

Regulatory Cooperation 

Framework for Reducing 

moral hazards of SIFIs: 

1. Develop quick resolution 

frameworks 

2. Higher capital loss 

absorbency capacity 

3. More intensive 

supervisory oversight 

4. G-SIFIs- supervisory 

colleges; crisis 

management 

5. Peer Review Council 

 

A key standard developed by the FSB is the “Key Attributes of Effective Resolution for 

Financial Institutions”. These set out the basic requirements the FSB considers necessary 

for a resolution regime. The FSB has urged jurisdictions to converge their resolution 

regimes through legislative changes in order to incorporate the Key Attributes. 

2.7. Qualitative evaluation of the influence the EU has on shaping 

international standards (assessment of the EU's role and its effectiveness 

in international fora).  

Although the EU is hosting a globally significant banking sector, it has not the same 

influence in the area of financial regulation as in the field of trade and commercial policy. 

Wouters ea (2012)49 argue that the influence of the EU has not been constant and was 

dependent among others of the degree the G20 summits were well prepared with 

alignment among EU member states, especially in the domain of financial reform.  Ohler 

(2014) claims that the Union has been unable to translate economic power into policy 

influence: “the Commission plays an active role in these bodies but there is no evidence 
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that it is able to take the lead or exercise an influence that is stronger than the role of the 

specialised agencies such as central banks and supervisory authorities.”50 

Wouters and Odermatt (2014) ascribe this to the fact that global finance is not regulated 

by ‘traditional’ international bodies, but is increasingly being dealt with by informal 

networks and other standard setting bodies: This includes ‘agenda setting’ bodies that 

meet at the leaders’ level, such as the Group of 20 (G20), or at the level of central banks 

or supervisory agencies, such as the Financial Stability Board (FSB). While the EU has 

developed tools and methods to participate in bilateral and multilateral trade negotiations 

and to work within formal bodies such as the WTO, its relationship with this array of 

informal bodies remains less defined51.  

Global finance is mainly about soft law, which includes best practices, guidelines and 

other ‘commitments’ made by states and rarely involves enforceable legal obligations. 

Financial regulation has also long been dominated by a ‘hands-off approach’. 

In standard setting and other bodies, it is not the head of state or ministries that are 

necessarily represented. Rather, central banks, supervisory and regulatory agencies often 

take centre stage. As it used to be the case (and comparatively will remain for some time) 

that international financial regulation is less based on enforceable legal obligations, this 

affects the EU’s position. However, at least as important is that trade has long been the 

competence of the European Commission, financial regulation remains a competence that 

is shared between the Union and the various Member States and various Union bodies. 

Some Member States, particularly the UK, Germany and France, where banking is a large 

part of their economies, have remained internationally active in their own right.  

Regarding the influence of the EU at the FSB, it is crucial to understand that there 

are many links between the relevant institutions. Preponderance of one country (eg. 

the US) at the IMF will impact the decision-making in the FSB. The fact that the IMF in 

particular is responsible for assessing whether FSB members are establishing and applying 

regulation properly, and that it is doing so in the context of Article IV consultations; and 

also that the World Bank does its reviews under the aegis of the Report on Observance of 

Standards and Codes program (FSB 2010a); allows the IMF and the World Bank to conduct 

the same certification process for any country if there is demand. Indeed, while all 

FSBmembers are expected to undertake peer reviews, the Board sees the IMF in particular 

as crucial for ensuring standard implementation in non-FSB-member countries52.   
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3. THE FSB COMPLIANCE WITH ILA’S 

RECOMMENDATIONS 

The International Law Association (ILA) has established a Committee on Accountability of 

International Organisations53 which worked from 1996-2004 and presented its Final Report 

at the Berlin Conference 200454. The Report contains i.a. a set of Recommended Rules and 

Practices (RRPs) in the relevant area.  

As part of the final report, we will evaluate briefly to what extent the G20 comply with 

(exclusively) Part One, First Level of the RRPs (p. 8-17). 

It is clear that the public cannot easily assess the degree to which institutions like the FSB 

fulfil their tasks adequately. There is a demand for more transparency. Transparency 

refers to an environment in which the objectives of policy; its legal, institutional, and 

economic framework; policy decisions and their rationale; data and information related to 

policies; and the terms of agencies’ accountability, are provided to the public in a 

comprehensible, accessible, and timely manner55. Transparency is thus a crucial 

component for ensuring accountability. 

 

 

  

                                           

53  See http://www.ila-hq.org/en/committees/index.cfm/cid/9.  
54  See http://www.ila-hq.org/download.cfm/docid/6B708C25-4D6D-42E2-8385DADA752815E8. 
55  http://www.imf.org/external/np/mae/mft/sup/part1.htm#appendix_III. 
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4. CONCLUDING REMARKS AND RECOMMENDATIONS 

This study provides factual information about the role and representation of the EU in the 

FSB and an overview of the legal discussion on the accountability of the FSB. The crisis 

created the momentum for a triangular governance structure with the G20 on top, calling 

upon the IMF, FSB and Basel Committee to implement their proposals and guidelines. 

Different scenario’s can be considered. One would be the development of a grand long-

term vision on economic and financial governance with a shift from peer pressure and ‘soft 

law’ to a WTO-like system of arbitration. The second scenario takes the incremental path 

of piecemeal steps towards policy coordination. To the frustration of some, the second 

remains the most likely and promising. This implies that one does not go beyond a small 

secretariat and acknowledges that overly ambitious plans are likely to result in more 

fragmentation rather than the opposite56.  

Considering fundamental shifts 

One can imagine many changes to the set-up but it is inescapable to combine this with a 

vision on the future development of the FSB. For one thing there is debate on whether the 

Board can maintain its informal role founded on soft law. The opposite would be a 

transition towards new hard-edged, Treaty-based rules or institutions. Some would argue 

that as this has not been achieved in the immediate post-crisis period, it is unlikely still to 

happen. It would however be foolhardy to exclude it with certainty. More reflection on this 

is topic certainly warranted. It is to be expected that mounting formal regulation will put 

pressure on the existing international soft law regime.  

A paradox inherent for a soft law institution is that the more successful it is, the 

more concerns about its accountability will arise. The standard remedy for this has 

been to widen its membership. It is has to be remembered that the FSB is already more 

institutionally developed than its predecessor, the FSF. Former UK Prime Minister 

Gordon Brown has argued for a switch towards the ‘constituency model’57, which has 

proved workable in other organisations. In this model, one country represents a number of 

countries, for which one points towards the governance model at the IMF. At first glance 

this is less of an interest for EU-members as those who are not directly present at the 

Plenary meetings are already represented by EU-institutions.  

The real game changer would arguably be representation of all member states at the 

FSB by the EU’s institutions, the so-called “one seat” as has been argued for the 

representation at the IMF by L. Smaghi58. This however necessitates a debate about 

sovereignty in financial matters that has not been had yet. Suggestions have even been 

made by some for external representation of the euro area by the IMF for both fiscal and 

monetary issues.  

More gradual reform options 

In practice, the focus has been on reforming the soft system to make it more effective and 

more representative. From the European perspective both accountability and alignment of 

the work of the FSB with EU regulation is a relevant issue. It can be argued that the 

influence of the EU on regulation of global finance would be boosted if the Union 

takes more and more a lead in new financial regulation. Indeed, in matters where 

the EU just did that, its influence was stronger than the role of the specialized agencies 
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such as central banks and supervisory authorities. More coordination of the position of the 

EU with its member states and more collaborative preparation of their input for the FSB 

will only strengthen its influence.  

Whereas the EU Treaties set out the legal framework for the EU’s negotiation and 

ratification of international agreements, there is far less guidance on the issue of the 

EU’s role in international organizations and other informal bodies59. Basically, 

Wouters and Odermatt (2014) seem to argue that the EU has underinvested in 

informal networks and has less experience with soft law than with binding 

norms.  

Another way to deal with this is closer collaboration between the FSB and the IMF: this 

would of course then be more structural than the current collaboration in the context of 

the “Early Warning Exercises”60.  

The process of peer reviews has been seen by some as an adequate answer to 

the accountability issue as it actually entails a more substantive and meaningful form of 

accountability than formal electoral accountability61.  

Technical fixes 

It could be argued that there is a lack of transparency and that this could be partially 

resolved through publication of “opinions” and input to the FSB.  

We discussed the issues of accountability for the so-called trans-governmental networks in 

general and the FSB in particular above. Civil society organizations could be invited for 

specific sessions of the plenary session (as for representatives of the private sector) and 

RCGs. Input from such organizations can be used by the various working groups of the 

FSB, task forces and committees. Since the discussion at the FSB affects millions of 

citizens, a transparency register that shows the groups and organizations with which the 

FSB interacts could be an option to consider. In the middle of international negotiations, 

some discretion can be wise, but then transparency can be guaranteed by publishing input 

after the process has been finished. The full FSB meets twice a year. It could certainly be 

imagined that the representatives of the EU institutions brief the European Parliament 

before about the issues and report back with their input at the meeting. In our meeting 

with the Commission it was clarified that positions are prepared and discussed in various 

other venues, before they reach FSB committees, namely the Economic and Financial 

Committee (“EFC”) and the The Financial Services Committee (FSC). An additional formal 

consultation body is therefore not necessary. 

In order to make things work, it is certainly advisable that there are greater 

efforts of coordination and reporting and an evaluation of the final results in the 

political arena i.e. European Parliament. This being said, the EC has, to date not been 

asked by the European Parliament to report on ongoing discussions within the FSB or G20. 

EC stated to us they would of course be willing to provide periodic feedback to the 

European Parliament on any pending issues and therefore increase information sharing 

and transparency. The EC believes that this would aid the understanding of the EP on how 

the decision-making process works and may allow EP views to be taken more into account 
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in these discussions. In our meeting with the EC, it was underlined that the FSB does not 

take any decisions and that all such recommendations are and remain subject to 

democratic decision-making of each of the Members.  

Box 6:  Feedback on conclusions 

FEEDBACK MEETING WITH THE EUROPEAN COMMISSION 11.03.2015, PRESENT 

FROM THE EC: Jonathan Faull (Director General FISMA) Almoro Rubin de Cervin (Head of 

Unit, FISMA, Financial Services Policy) 

Is the FSB useful? 

 Yes, if the FSB had not been created a similar structure for co-ordination would 

have to be sought.  The FSB grew out of central bank co-ordination at Basel, but 

it is unique because of its diverse constituency. 
 

 The EC does not feel that the FSB hampers or delays EU regulation (cfr. Dani 

Rodrik’s concerns).  In fact, the reality shows that this is not the case.  Member 

States have legislated on structural reform of banks, prior to and without any EU 

framework and the EU itself has legislated thoroughly, including in areas that are 

discussed at FSB level (such as TLAC).   While discussions on Basel III norms 

have had some delaying impact, the work of the FSB is not seen as delaying 

national or European actions in the area of financial reform. 
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