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Key points
• The IMF rules governing international cooperation are country-specific and are
inadequate to setting globe-centric policies more appropriate to an integrated
global economy.
• Rule changes made in 2007 were based on the traditional assumption that achieving external stability required only internal financial stability and economic
growth.
• The IMF needs a new ‘global citizen’ remit with a mission to define and ensure
global and systemic economic and financial stability requiring international
cooperation.

A broader version of this article, which appears on the GoL website (www.thegroupoflecce.org), provides a
comprehensive and detailed legal treatment of the issue, including by reporting the text of the relevant IMF’s
Articles of Agreement as amended according to the findings and recommendations of the study.
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Introduction
A fundamental lesson from the Great Recession is that global instability
is more than the sum of domestic instabilities of single countries (Borio
2011). Not only do country exposures to
Global instability is
common – global – factors matter a lot,
more than the sum of
those same global factors, while taken to be
domestic instabilities.
exogenous from each country, are in fact endogenous to their collective behaviour. As a result, in a highly globalised world,
where markets are tightly integrated, purely country-centric approaches
are inadequate to understand the workings of the economy and to formulate effective policy. Setting domestic economic policy with a view simply
to keeping one’s house in order is no longer optimal in such a world, both
from the global perspective and from the standpoint of the single countries. Prospects for global economic and financial stability can no longer
be evaluated purely as the bottom-up summation of conditions of individual countries assessed on a stand-alone basis: a globe-centric approach
becomes necessary. As Claudio Borio most aptly puts it:
[A]ctions that may appear reasonable from an individual country’s perspective need not result in desirable aggregate outcomes. … [I]ndividual countries
cannot be ‘safe’ unless the global economy is safe and their safety can only be
assessed in a global context. (Borio 2011, pp. 7, 8)

Our work builds from this conclusion, and calls for a broad reconsideration of the principles underpinning the current governance of the global
economy. Our focus is political and institutional, not analytical. We will
not concern ourselves with how economic and financial analysis should be
improved by embodying country inter-linkages, and cross-country spillover and contagion effects.2 We will focus, rather, on how country policy
frameworks need to be revisited in a globalised world, as country mutual
externalities are appreciated. Our key question is about how countries
should modify their behaviour as members of the global community, once
the principle of just looking at their own house is recognised to be inadequate to ensure world prosperity.

2

For a comprehensive review of the technical issues, see IMF (2011a–g).
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