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Research questions

 Has the apparent rise in nationalism and 
populism affected the governance of 
international monetary and financial 
arrangements? 

 What are the mechanisms and channels 
through which nationalist policies might affect 
international monetary and financial 
management. 
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The context and perceived problem

 The current governance rules and organizations 
for global financial management are widely 
seen as having emerged as a result of 
multilateral cooperation.

 The ascendance of nationalism in many 
countries is seen as a direct threat to the 
cooperative arrangements which underpin much 
of our international financial (and trade) system.
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Basic findings

 While there is evidence of lower than expected international 

financial flows, it remains unclear whether reduced flows can be 

attributed to nationalist policies. 

 Part of the causal ambiguity arises from the fact that the Global 

Financial Crisis (GFC) is linked both to capital market 

disruptions and to the rise of nationalist-populist sentiments. 

 There have been specific nationalist-flavoured policies that if 

unreversed will likely, over the long run, lead to reduced levels 

of international capital market integration. 

 Some of the institutional rules embedded in international 

financial institutions (IFIs) are vulnerable to abuse by 

nationalists and populists, which will pose serious challenges to 

international financial governance.  
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Outline of the presentation

 A. Definitions and literature review.

 B. Outline the current structure of international 

financial governance.

 C. Review the current evidence about international 

capital flows.

 D. Review of the four core IFS institutional 

arrangements and emerging policy threats.

 E. Concluding observations
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A1. Definitions (all from Wikipedia)

 Nationalism: an ideology and movement that promotes the 

interests of a particular nation (as in a group of people) 

especially with the aim of gaining and maintaining the nation's 

sovereignty (self-governance) over its homeland.

 Economic Nationalism: an ideology that favors state 

interventionism over other market mechanisms, with policies 

such as domestic control of the economy, labor, and capital 

formation [consistent with mercantilism].

 Populism: a range of political stances that emphasize the idea of 

"the people" and often juxtapose this group against "the elite". 

nationalism ≠ populism
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A2. Definitions (all from Wikipedia)

 Economic liberalism: an economic system organized on 

individual lines, meaning that the greatest possible number of 

economic decisions are made by individuals or households 

rather than by collective institutions or organizations.

 Neoliberalism: market-oriented reform policies such as 

"eliminating price controls, deregulating capital markets, 

lowering trade barriers" and reducing state influence in the 

economy, especially through privatization and austerity.

 Internationalism: a political principle which transcends 

nationalism and advocates a greater political or economic 

cooperation among nations and people.

Neoliberalism ≠ internationalism

7 of 21



A.3 Literature review (short and selective)

 Much of the direct literature on the linkage between nationalism 

and international financial policy has emerged in the IPE 

literature. Though expanding, it remains small with few post 

GFC contributions. 

 Helleiner and Pickel (2005) argue that the traditional claim that 

nationalists cannot be neoliberal (let alone liberal) is inaccurate. 

 Harmes (2012) argues that nationalists seek to subordinate 

international rules to national ones, while social democrats seek 

global rules to constrain international markets and institutions.

 Johnson and Barnes (2015) argue that Orban’s nationalist-

populist project in Hungary had many “neoliberal” elements but 

was squarely opposed to internationalism. 
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B.1 The current international financial institutional 

arrangements

 Focus here on four core elements of international 

financial governance:

1. International financial regulatory cooperation 

(BCBS)

2. The G7/G20/FSB framework

3. The Bretton Woods institutions (mostly IMF)

4. International exchange rate system

The system’s components are linked and integrated to 

varying degrees, and are highly dependent on national 

policies and regulatory structures.
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B.2 Porter’s international financial regulatory 

regime diagram 

 Program emphasis on demand compression may 
reduce immediate growth opportunities.

 Capital flight may be triggered or assisted by IMF 
programs, especially where countries are prevented 
from restricting capital movement.

 Structural adjustment and policy reform may not be 
appropriate for encouraging growth.

 Even if growth-enhancing, programs may not be 
implemented well or sufficiently.
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C. 1 Evidence on global capital flows
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C.2: De jure levels of capital account openness 

(Chinn and Ito index) 
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C.3 Summary

 Lower international financial flows since 2008, and their 

slow recovery, is primarily attributed to the GFC. 

 Unclear whether the current measures of international 

financial flows represents a return to “normality” following 

abnormally high pre-GFC levels.

 The bulk of the collapse of international flows is actually 

associated with Europe, and is not true for EMEs or most 

other regions and country groupings.

 There is no strong evidence (yet) of a serious erosion of 

capital account openness. 
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D. Internationalism in international financial 

governance

 Four core elements of international monetary and 

financial governance:

1. International financial regulatory cooperation 

(BCBS)

2. The G7/G20/FSB framework

3. The Bretton Woods institutions (mostly IMF)

4. International exchange rate system
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D1. Internationalism in international financial 

governance

 The post-War international monetary and financial system has 

generally been guided by multilateralism principles in spirit, if not 

always in practice.

 While the emphasis of the post war “embedded liberal” regime 

(Ruggie) was on trade integration. Financial integration was 

eventually rehabilitated, partly due to financial interests. 

 Lupo-Pasini claims that financial liberalization more incentive 

compatible for states than trade liberalization.

 The emphasis on multilateral cooperation in international 

finance followed from increased internationalization of finance. 

Specifically, countries realized that international rules were 

needed to protect their own interests. 
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D.2: Nationalist policies in international financial 

regulation (IFR)

 IFR system is system of “voluntary” adherence to agreements 

negotiated continually; there is no formal enforcement.

 There is growing evidence of “financial nationalism” (Lupo-

Pasini, 2019). For example: 

– Executive Order 13772 (February 2017): lays out principles of a 

nationalist approach to financial regulation, setting US interests 

ahead of multilateral ones.

– Financial Reform Act 2018 rolls back elements of Dodd-Frank. 

Biased against foreign firms.

 Practice of regulatory ‘ring fencing’ to protect domestic financial 

firms in a crisis.

 US-European tensions rising at the BCBS and other BIS fora.

16 of 21



D.3: Nationalist policies in G7/G20/FSB 

 G7 and G20 are processes of continual negotiation, no 

mechanism for “locking in” agreements. Easy to defect.

 Historically G7consensus easier due to “liberal-democratic” 
norms. That consensus now threatened by “US vs others” and 
“UK vs. EU”. Lack of consensus will circumscribe G7’s ability to 
manage global economic crises or pursue joint initiatives.

 Shift in economic power and perceived legitimacy from the G7 
to the G20 means global consensus is even more difficult to 
find. G20 has achieved little since GFC. 

 FSB is a technical forum for international financial monitoring, 
research and advice. Populists see technical knowledge and 
skills as part of an elitist project, and is likely to become less 
persuasive in driving policies.
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D.4: Nationalist policies and the IMF 

 Unlike BCBS or G20, IMF has an organizational structure and it 

has a role that is not defined exclusively by current consensus.

 There is still considerable influence by key states on IMF 

activities through the Executive Board. US and others could 

disrupt operations if they consciously choose to do so.

 Critical decisions are coming up on quota reform and 

enlargement, which the US (and Europeans as a bloc) can veto.

 Trump administration has already signaled unwillingness to 

cooperate on IMF reform, and will protect its interests there. 

Lack of reform, however, is eroding IMF legitimacy. 

 IMF role being undercut by nations accumulating own reserves, 

and through regional monetary arrangements (e.g. EFSF), or 

direct challenges by China (Contingent Reserve Arrangement).

 Similar issues at the World Bank (reform, AIIB)
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D.4: Nationalist policies and exchange rates

 Exchange rate policy largely unmanaged, limited role for the 

IMF.

 US has used its “currency manipulator” designation 11 times 

since 2017, only used 3 times previously (during 1988-1994).

 US has pressured IMF to enforce currency manipulation clause 

in its Articles of Agreement. 

 Increased “weaponization” of the dollar by US via sanctions, 

threatens its reserve currency role. 

 US, UK, Hungary, India, Turkey, Pakistan, Russia, Nigeria, 

South Africa, Thailand and various Euro members are examples 

of countries that have recently put pressure on their central 

banks, challenging the technocratic consensus that central bank 

independence supports monetary (and exchange rate) stability. 
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E:1 Concluding observations

 Economic nationalism/populism is being manifested in a serious 

way in several aspects of global financial and monetary 

governance.

 No evidence that these policies have had a large impact yet, but 

in most cases their effects will take a while to be discerned, and 

their effects will be cumulative.

 Many of the negative effects can be reasonably quickly reversed 

if the trend of nationalism fades.

 If current US-dominated systems are subjected to excessive 

abuse by US, it will create incentives for alternatives that could 

erode, replace, or cause the collapse of the US dollar 

settlements system, SWIFT/CHIPS international financial 

clearing systems, BCBS standards, and even the IMF.
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E:2 Concluding speculation

 The key concern is that systemically important countries will 

continue to pursue nationalist policies and be unwilling to 

compromise on needed reforms and new rules, or adhere 

enthusiastically to the current system as agreed upon.

 Economic nationalism in smaller, less critical countries, less of a 

concern, but could add to pressure for replacing current system. 

 Will economic nationalism fade after President Trump? US 

facing long term relative decline, it will have political and 

economic incentives to resist loss of the influence that has been 

baked in to systems like Bretton Woods or Basle 3. Unlikely that 

this strain of defensive US policy will be reversed by political 

forces in the US any time soon. 
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