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Abstract 

Global financial crisis started discussions about the restructuring of the international financial and 

monetary system. This study aims to investigate the impact of the global crisis on the restructuring 

process of the international monetary system. In this connection, negotiations and studies made at 

different international platforms were evaluated.   

As a result of analyses and evaluations, it was found that international reserve currency status of the 

dollar became controversial. The United States’ bailout programs led to a fast jump in money supply, 

caused fluctuations in dollar’s value and increased concerns about the international reserve currency 

status of dollar. BRIC countries (Brazil, Russia, India and China) called for a more diversified 

international monetary system and the replacement of the U.S. dollar by a super-sovereign reserve 

currency such as SDRs (Special Drawing Rights). China has taken steps towards regionalization and 

internationalization of yuan. 

It was concluded that because of the impact of international politics on the international monetary 

system, restructuring of the international monetary system will be a slow process. 
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    Küresel Finansal Kriz ve Uluslararası Siyaset Bağlamında  

      Uluslararası Para Sisteminin Yeniden Yapılandırılması          

Özet 

Küresel finansal kriz, uluslararası finans ve para sisteminin yeniden yapılandırılması tartışmalarını 

başlatmıştır. Bu bildiri, küresel krizin uluslararası para sisteminin yeniden yapılandırılması sürecine 

etkilerini araştırmayı amaçlamaktadır. Bu bağlamda, farklı uluslararası platformlarda yapılan 

müzakere ve çalışmalar değerlendirilmiştir. 

Yapılan analiz ve değerlendirmeler sonucunda, doların uluslararası rezerv para statüsünün tartışmalı 

hale geldiği sonucuna varılmıştır. ABD’nin kurtarma programları para arzında hızlı bir artışa yol 

açmış, doların değerinde dalgalanmalar yaratmış ve doların uluslararası rezerv para statüsüyle ilgili 

endişeleri arttırmıştır. BRIC ülkeleri (Brezilya, Rusya, Hindistan ve Çin), uluslararası para sisteminin 

çeşitlendirilmesi ve doların yerine SDR (Özel Çekim Hakları) benzeri bir uluslar-üstü rezerv para 

konması talebinde bulunmuşlardır. Çin, yuanın bölgeselleştirilmesi ve uluslararasılaştırılması yönünde 

adımlar atmıştır.  

Uluslararası siyasetin uluslararası para sistemi üzerindeki etkisi sebebiyle uluslararası para sisteminin 

yeniden yapılandırılmasının yavaş işleyen bir süreç olacağı sonucuna varılmıştır.     

 

Anahtar Kelimeler: Uluslararası Para Sistemi, küresel finansal kriz, yeniden yapılandırma, 

uluslararası siyaset 
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Introduction 

In 1944, international monetary system was determined as adjustable peg system tied to the 

U.S. dollar and gold. After the US suspended the convertibility of the dollar to gold and the 

Bretton Woods system collapsed in 1971, international monetary system transformed into 

managed floating system. Volatility in exchange rates, technological developments, 

increasing mobility of capital, financial liberalization and deregulation gave the capital 

movements the potential to drag countries into financial instabilities. Many developed and 

developing countries entered into financial crises especially in 1980s and 1990s.  

The global financial crisis that started in 2008 in the U.S. is the last and the largest of these 

crises. Global financial crisis restarted discussions about the restructuring of the international 

monetary system. Developed countries, particularly the G-7 countries and developing 

countries, particularly the BRIC countries (Brazil, Russia, India and China) tried to shape the 

restructuring process according to their interests. Divergence between the perspectives of 

developed and developing countries transformed the restructuring process into a political 

process. It is expected that besides accelerating the restructuring of the international monetary 

system, the financial crisis will have geopolitical reflections (Burrows and Harris, 2009) and 

the international balance of power will find a new equilibrium because of the crisis. (Germain, 

2009)  

This paper aims to investigate the impact of the global financial crisis on the restructuring of 

the international monetary system within context of international politics. In this connection, 

negotiations and studies made at different international platforms will be evaluated. In the 

first section, development of the global financial crisis will be examined. In the second 

section, discussions about the restructuring of the international monetary system will be 

evaluated. In the third section, impact of international politics on the restructuring of the 

international monetary system will be analyzed.    

 

Development of the Global Financial Crisis 

In March 2008, the Federal Reserve Bank of the U.S. extended a $55 billion loan to 

JPMorgan to save the investment bank Bear Stearns from bankruptcy. Then, the U.S. 

government imposed a conservatorship on the private mortgage giants Fannie Mae and 

Freddie Mac by extending an unlimited credit line. Lehman Brothers, with assets around $600 

billion, declared bankruptcy in September. Merrill Lynch was taken over by Bank of 
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America. Washington Mutual, country’s largest savings bank, was put into receivership. The 

Federal Reserve took 80 per cent stake in the world’s largest insurance company, AIG by 

giving it an $80 billion loan to prevent a series of defaults in the financial derivatives, which 

are described as “financial weapons of mass destruction”. 

Confidence to the financial sector and real economy fell sharply. Interbank loan market froze. 

Possibility of systemic risk increased. The U.S. Senator Christopher Dodd said that FED 

Chairman and the U.S. Treasury Secretary had told to the members of the U.S. Congress on 

September 18, 2008 that the financial system was on the brink of collapse. (Foster and 

Magdoff, 2008:2)  The U.S. government took emergency steps to stop the financial crisis. 

The U.S. Treasury set up a financing program to auction Treasury bills to raise cash for the 

Fed. This program was set up to help the Fed to enhance its liquidity operations and manage 

its balance sheet. The U.S. Treasury and the Fed have effectively underwritten almost the 

entire financial system including banks, insurance companies, money market funds, 

commercial paper market, and housing market. They set up Troubled Asset Relief Program 

(TARP) to buy toxic assets and to partially nationalize troubled banks. They also created 

Money Market Funding Investor Facility (MMIFF), Commercial Paper Funding Facility 

(CPFF), and Asset Backed Commercial Paper Money Market Mutual Fund Liquidity Facility 

(AMLF). The Federal Reserve made bilateral currency swap arrangements with central banks 

of other countries to ease the liquidity problem. (Coffey et al.,2009: 7) 

They tried to solve the crisis of confidence problem. The size of financial markets, relative to 

the governments, had become so huge that there was no other means of maintaining stability 

than to establish a psychology of confidence.  

Why did the U.S. government take such unprecedented actions? Because, in the words of 

Professor Roubini (2008):  

“What we are facing now is the beginning of the unraveling and collapse of the entire shadow 

financial system, a system of institutions (broker dealers, hedge funds, private equity funds, 

SIVs, conduits, etc.) that look like banks (as they borrow short, are highly leveraged and lend 

and invest long and in illiquid ways) and thus are highly vulnerable to bank-like runs; but 

unlike banks they are not properly regulated and supervised, they don’t have access to deposit 

insurance and don’t have access to the lender of last resort support of the central bank.” 

How did the U.S. economy come to this point? It is generally accepted that bursting of the 

asset and credit bubble was the fundamental factor that triggered the global financial crisis. 
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Fed’s policies that kept the Fed funds rate too low for too long had created excessive liquidity. 

(White, 2009:115) Nonetheless, liquidity was necessary, but not sufficient. Excessive 

liquidity, together with the lack of supervision and regulation in the housing and derivatives 

market and government subsidies to financial risk-taking by home-buyers and financial 

institutions, led to the biggest financial crisis in the U.S. since the Great Depression. 

(Kirchner, 2009:21)  

House prices had increased continuously until 2008 because of the increasing demand created 

by Fed’s very low rates. The ratio of home prices to annual level of rent paid, which is 

normally between 9 and 11, reached an extraordinary level of 14.5 at the end of 2006 

indicating the existence of a bubble in housing market.  Because of lack of regulation and 

supervision, number of sub-prime mortgages (mortgages that are given to people with low 

credit ratings) had surged. After interest rate hikes, sub-prime mortgages started to default, 

which created a loss in the financial system that was estimated to be at least $400 billions. 

Around 7.5 million homeowners fell into negative equity, which means their houses are worth 

less than the loan they took out to pay for it. Disclosures surged and created a huge amount of 

loss for the financial system and triggered the collapse of many highly leveraged financial 

firms. Unregulated new financial instruments such as Credit Default Swaps (CDS) that are 

defined as a contractual agreement to transfer the default risk of one or more reference entities 

from one party to the other (Mengle, 2007:1) intensified the crisis. Lack of transparency 

regarding the assets backing these instruments made it very difficult for the investors to 

identify and evaluate the risks. (O’Driscoll, 2009: 169)  

Collapse of giant financial firms such as Lehman triggered another wave of write-downs. The 

crisis spread to Europe as many European banks, which had bought staggering amounts of 

high-yielding structured securities including U.S. subprime mortgage papers, started to 

collapse. All these unprecedented events diminished confidence to the banking and financial 

system. Opacity and complexity of the exotic securities on financial balance sheets that 

amount to $50 trillion further increased the systemic crisis risk.  Consumer confidence also 

sank. Investors rushed to liquidity because of the uncertainty with regards to the amount and 

location of toxic assets. Interbank loan market was frozen. Corporate barrowing costs have 

gone up substantially as rates increased and banks took unprecedented precautions such as 

tying corporate loan rates to credit-default swaps, which raised barrowing costs further more. 

Unemployment increased.  



 

805 

 

Stock exchanges all around the world collapsed. Investors started to pull money out of hedge 

funds, which started another wave of sell-offs in stock exchanges all around the world. 

Hundreds of hedge funds came to the brink of collapse. Consumer confidence level dropped 

to historically low levels. Consumer expenditure declined. Defaults on other forms of 

consumer debt such as credit cards, auto loans, and consumer loans increased. Many banks 

were closed. Interaction of the financial system and the real economy started a vicious cycle. 

Financial system slowed down the real economy and slowing economy created further 

complications for the financial system. The crisis also affected emerging markets. Local 

currencies depreciated against dollar because of dollar demand, which had many negative 

spillover effects.  

It is generally accepted that lack of regulation and supervision, which led to fancy financial 

instruments and housing market bubble in the U.S. market, triggered the financial crisis. (The 

Economist, 2008) According to Levinson: (2009:61)  

“The combustive concoction of free market fundamentalism, corporate-dominated 

globalization, stagnant wages, growing inequality, greed, excessive leverage, and financial 

innovations such as securitization finally exploded.” 

The crisis restarted discussions about the restructuring of the international financial system. In 

the next section, impact of the global financial crisis on the restructuring process of the 

international financial system will be analyzed. 

 

Restructuring of the International Monetary System  

International monetary system was determined as adjustable peg system tied to the U.S. dollar 

and gold at the Bretton Woods Conferences in 1944. Dollar became the international reserve 

currency. Even after the Bretton Woods System collapsed in 1971, dollar preserved its 

international reserve currency status.   

International reserve currency status of the dollar provided many advantages to the U.S. In the 

beginning of the 21
st
 century, around 75 percent of global trade is denominated in the U.S. 

dollar, which gives the US the sovereignity advantage. Seabrook (2001) argues that US 

policies were geared towards perpetuating US hegemony and to do that the US used financial 

diplomacy to open up financial markets in order to attract foreign capital to the US as well as 

to construct an international framework that favors the role of the dollar. 
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After the global crisis, the U.S. government bailed out many banks and financial firms and 

underwrote almost the entire financial system to prevent a systemic crisis. These bailout 

programs led to the printing of dollar at unprecedented rates and to a fast jump in money 

supply, which caused fluctuations in dollar’s value. Volatility of the U.S. dollar distorted 

international trade and increased concerns about the international reserve currency status of 

dollar. It is argued that this financial crisis is the biggest challenge to the financial leadership 

of the United States. (Hormats, 2008:41) The international reserve currency status of the 

dollar is being tested. (Darista, 2009)  

It is argued that if the crisis deepens, dollar’s future may be similar to pound. In 1910s, the 

U.K. printed huge vast amounts of pounds to finance the 1.World War. After the war, it tried 

to set the value of pound in terms of gold at the same level as it was before the war, but pound 

lost value. (Scaliger, 2009) The British pound still played an important role with dollar 

between the two world wars. Nonetheless, since international reserve currency status depends 

at a great extent on the economic strength of the issuer country; as the UK’s economic weight 

declined after the II. World War, dollar gained supremacy and became the international 

reserve currency. It is argued that if the crisis deepens further, dollar’s destiny may be similar 

to that of pound. According to Jacques (2009):   

“The weakening of the US economy prefigures the decline of the dollar as the world’s reserve 

currency. If the Chinese government started to invest its huge reserves in a more diversified 

fashion, rather than overwhelmingly in US treasury bonds, the value of the dollar would 

plummet.”  

Barrow (2009) argues that if central banks start to diversify their assets and continue to want 

an SDR-based currency system, this may create a huge problem for the US Treasury since it 

has to sell trillions of Treasury bills and bonds. Statements of Chinese officials raised 

concerns. During the initial phases of the crisis, the head of China’s main sovereign wealth 

fund said that he didn’t believe it was safe to put money into U.S. financial institutions. 

(Peaple, 2009:54) 

It is argued that the Euro project, which was being seen as a very successful example of an 

international institutional arrangement (Liebscher, 2009:382), has also buckled under stress 

similar to the dollar because of the financial crisis. (Stacey and Morris, 2009:12)  

Because of uncertainties and volatility in the global financial system and since the systemic 

crisis risk has risen to unprecedented levels, gold has become a safe-heaven. According to 
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World Gold Council, inflows into the Exchange Traded Funds (ETF) have increased to a 

record level of 469 tons of gold in the first quarter of 2009, around three times the previous 

record of 145 tons. (The Telegraph, 2009) The total amount of gold in ETFs amounted to 

1.658 tons, worth $48,6 billion.  

On March 16, 2009, Russia suggested that the G-20 summit in April 2009 should consider the 

possibility of creating a supra-national reserve currency that will be issued by international 

financial institutions. It called for considering the possibility for taking measures that would 

allow for the SDRs (Special Drawing Rights) to become a super-reserve currency recognized 

by the world community. (Itar-Tass, 2009) 

The Commission of Experts led by Joseph Stiglitz made recommendations for a March 25-27 

meeting on “The World Financial and Economic Crisis and its Impact on Development” at the 

United Nations and called for a new global reserve system based on a greatly expanded SDR. 

(World Future Review, 2009:60)  

China, with its near two trillion dollar reserves, also voiced its concerns about its investments 

in the U.S.  Chinese Premier Wen Jiabao said he's worried a weaker US dollar may hurt 

China's investments. Chinese central bank adviser Fan Gang argued that China, Japan and 

Korea should establish a routine mechanism to diversify the region’s reserve currencies away 

from the dollar.  

In March 2009, Zhou Xiaochuan, governor of the People’s Bank of China, called for a reform 

of the international monetary system according to which the US dollar, current international 

reserve currency, would be replaced by a super-sovereign reserve currency. He argued that 

current international monetary system has two main flaws. First, dollar’s international reserve 

currency status creates global imbalances in which the US has a huge deficit and some 

countries have surpluses. Surplus countries have to invest in dollar-denominated assets 

because of dollar’s reserve status and US bond market’s liquidity, which then leads to bubbles 

in asset and equity markets. The other flaw is that when the US faces a trade-off between 

domestic and international stability as in the 2008 global financial crisis, US authorities prefer 

domestic stability by printing huge amounts of dollar. Zhou proposed to transfer the 

international reserve currency status of the US dollar to SDR. 

Before the G-20 summit, on March 23, 2009, China’s Central Bank Governor proposed the 

assignment of SDR to countries in return for contributions in their respective currencies. 

When the US Treasury Secretary said that he is open to exploring the proposal, the dollar fell 
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nearly five percent. The Treasury Secretary had to declare immediately that the dollar would 

remain the international reserve currency for a long time to come to stop the fall.   

China took steps to establish yuan as an international reserve currency. It agreed a 70 billion 

yuan currency swap with Argentina, which will be used for trade financing and which will 

allow Argentina to receive renminbi instead of U.S. dollars for its exports. It also signed 650 

billion renminbi ($95 billion) worth of deals with Malaysia, South Korea, Hong Kong, 

Belarus, Indonesia. 

The Chinese government permitted five major trading cities, Shanghai, Guangzhou, 

Shenzhen, Dongguan, and Zhuhai, to use yuan in overseas trade settlements. Some G-20 

countries such as South Korea, Indonesia and Argentina concluded renminbi swap agreements 

with China, which indicates China’s growing weight in the international financial system. 

 It is argued that because of China’s fast growing economy, increasingly open trade and 

improved financial markets; yuan is moving fast toward regionalization and 

internationalization and becoming an important currency in the international financial system. 

 

International Monetary System and International Politics 

The global crisis accelerated efforts to restructure the international monetary system. 

Restructuring of the international monetary system is seen as a long process since the 

monetary system is a complex system, which consists of many institutions, regulations and 

rules. Economic parameters play a very significant role in the restructuring process. 

Nonetheless, it may be insufficient to analyze the restructuring process without taking 

international political dynamics into account.  

As the global crisis deepened in the first quarter of 2009, need for cooperation at the global 

level was clearly understood. Nevertheless, developed and developing countries, with 

different points of view about the restructuring process, tried to shape the process according to 

their interests. The restructuring process turned into a political dispute among the developed 

and developing countries. 

G-20 meetings symbolized the changing balance of power in the international economy. 

(Bradford, 2009:38) Prior to the crisis, the G-7 summits were platforms where the most 

important decisions about the international economic order were taken. Nonetheless, the 

global financial crisis necessitated more participation and representation of the developing 
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countries. G-20 reflected the structural shifts in the system whereby power balances are being 

altered by the rise of emerging countries, particularly the BRIC countries (Brazil, Russia, 

India and China). (Armijo, 2007) “The BRIC countries” concept gained a political meaning 

rather than a just economic term. Putin had mentioned this in his Munich speech in 2007:   

“There is no reason to doubt that the economic potential of the new centers of global 

economic growth (the BRICs) will inevitably be converted into political influence and will 

strengthen multipolarity” (Lukyanov, 2009:130) 

During the initial phases of the crisis, in November 2008, the G-20 countries convened with 

the agenda of taking measures to prevent the deepening of the crisis. G-20 countries convened 

again in April 2009 and took important decisions. Finally, at the G-20 meeting in September 

2009, the leaders declared that the G-20 became the main platform for international economic 

cooperation. 

G-20 meeting in April 2009 was successful at some extent. Nonetheless, the meeting failed to 

reform the international financial system because of clash of interests among the Anglo-

Saxons, the Europeans and the emerging countries. It is argued that the US blocked the reform 

of the international financial system and pushed for global fiscal stimulus. The Europeans 

resisted fiscal stimulus and reform of the IMF and the World Bank since their voting power 

would be cut to create space for the emerging countries. They shifted the focus from these 

issues to the regulatory reforms. Meanwhile, emerging countries, particularly BRIC countries 

stressed the importance of the reform of the international financial and monetary system.  

At the end of the summit, it was declared that IMF’s financial resources were increased 

threefold to $750 billion, which was seen useful to help stabilize financial sector in troubled 

regions of the world. (Yunus, 2009:7) Nonetheless, most of this amount consisted of 

commitments. Only Japan signed a $100 billion bilateral barrowing agreement with the IMF. 

The E.U. and the U.S. committed $100 billion. China pledged to buy $50 billion IMF bonds 

denominated in SDRs. Russia, Brazil, South Korea and India also pledged to buy $10 billion 

IMF bonds. Canada and Switzerland also committed $10 billion dollar. Adding commitments 

of other countries, the total amount amounted to 423 billion dollars by early September. The 

European Union increased its commitments by 78 billion dollars in September 2009 and in 

this way the $500 billion target could be reached before the G-20 summit at the end of the 

September.          
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The G-20 meeting in April 2009 was not successful especially from developing countries’ 

perspectives in terms of reform of the international monetary system. Russia voiced its 

concerns with regards to the problems caused by the dominance of dollar and China, which is 

expected to provide more resources to the IMF, proposed the reform of the international 

monetary system with specific suggestion such as SDR and bancor; nonetheless G-7 countries 

simply ignored. (Stewart, 2009) It is argued China pledged to buy only $50 billion IMF bond 

rather than giving long-term loan to give a massage that it wants faster reforms in decision-

making mechanisms of the IMF. (The Economist, 2009)   

Even if fundamental reforms such as the rearrangement the quota system was postponed, 

some substantial changes were made such as trebling of IMF’s financial resources to $750 

billion, a $250 billion dollar increase in the Special Drawing Rights (SDR), a new facility 

called Flexible Credit Line (FCL), a change of conditionality that would let barrower 

countries to keep up social spending during crises, a doubling of the limit on the total amount 

each member country can barrow, softening of the core conditionality, better surveillance of 

risks created by individual countries to the international financial system, a change in the 

selection of managing directors towards merit-based process. (Weissman, 2009:11) 

The G-20 countries also agreed to reshape regulatory systems, to extend regulation and 

oversight to all systemically important financial institutions, instruments and markets. They 

decided to strengthen international cooperation by establishing the remaining supervisory 

colleges for significant cross-border firms by June 2009, building in the 28 already in place; 

by implementing the FSF principles for cross-border crisis management immediately. 

Members of the IMF met at the annual IMF meeting in the last week of April and discussed 

how they will raise the funds that were agreed upon at the G-20 summit. They also discussed 

the reform of the decision-making mechanisms of the IMF and the World Bank. Developing 

countries were not convinced that IMF’s more powerful countries are serious about ceding 

any control. They warned that they would not provide financial resources without having 

more voice in the decision-making process. (Prosser, 2009)  

Alexei Kudrin, Russia’s finance minister, said at the meeting that, “we already meet a cool 

attitude and even resistance to reform the IMF. The leading countries are not in a hurry… this 

was the main discussion, the nerve of the meeting.” Brazilian finance minister stated that 

contributions made by the developing countries would be provisional, meaning that they may 

be withdrawn if the IMF’s decision-making process is not reformed. 
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From the initial phases of the global crisis, BRIC countries tried to increase their influence in 

the restructuring process. In March 2009, before the G-20 summit, BRIC countries came 

together and issued their first communiqué. In this communiqué, they called attention to the 

reform of the international financial institutions. Taking into consideration the growing 

weights of the emerging countries in the global economy, they wanted reconsideration of the 

quotas and voting rights of the IMF and the World Bank. They wanted the reform of the 

international monetary system. 

BRIC countries came together again in June and issued another communiqué. Similar to their 

March communiqué, they called for the reform of the international financial and monetary 

system. They called for a more diversified monetary system. They also called for a multipolar 

international system based on international law, equality, mutual respect, cooperation, 

coordinated action and collective decision-making principles. On June 29, 2009, the United 

Nations ratified an action plan about the international financial system, according to which the 

member countries demanded an immediate reform of the Bretton Woods institutions.   

BRIC countries continued to criticize the international financial and monetary architecture at 

other platforms. At the G-8 summit held in July, China repeated its demand for a rational and 

more diversified international monetary system. Russia also argued that an alternative global 

reserve currency should be included in the agenda of the G-8 summit. 

The United Nations Trade and Development Conference supported BRIC countries’ 

arguments about the international financial and monetary system with a report in September. 

(UNCTAD, 2009:10-13) According to arguments in report, dollar should be replaced with 

another international reserve currency issued by an international organization. It was argued 

that restructuring of the international financial system in this way would eliminate the 

problem of instability creating capital movements and would decrease speculation. The report 

specifically emphasized the SDR. It was argued that the SDRs could function as supranational 

reserve currency. Meanwhile, some scholars argue that since the purchasing power of the 

SDRs is uncertain and since their liquidity is relatively insufficient, they are not suitable for 

countries with balance of payments surplus. (McKinnon, 2009:7) 

Finance ministers of the BRIC countries came together in September before the G-20 summit, 

issued a declaration and reiterated their demands about the reform of the international 

financial and monetary system. They stated that the most serious problem that damages the 

legitimacy of the IMF and the World Bank is unjust distribution of quotas and voting rights. 

They demanded a seven percent quota shift from developed countries to developing countries 
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in the IMF and a six percent voting rights shift in the World Bank. They called for a more 

stable and predictable monetary system. They also demanded a transparent selection process 

for the IMF and World Bank Presidents based on the merit, not on the nationality. 

G-20 summit in September has been a summit, which concrete results emerged from ongoing 

negotiations and discussions among the developing and developed countries in different 

platforms since the beginning of the global crisis. The leaders declared that the G-20 has 

become the main platform of international economic cooperation.  

Developing countries’, particularly BRIC countries’ demands for the reform of the 

international monetary and financial system were met at some extent. At the G-20 summit, a 

shift of five percent quota shares from overrepresented developed countries to 

underrepresented developing countries in the IMF and three percent voting rights shift in the 

World Bank were agreed upon.        

Other important decisions about the international financial system were also taken. The G-20 

leaders agreed to launch framework for strong, sustainable, and balanced growth. They agreed 

to address critical issues such as the size and composition of the Executive Board and ways of 

enhancing its effectiveness, the Fund Governors’ involvement in the strategic oversight of the 

IMF, enhancing staff diversity and making the appointments of the heads and senior 

leadership of all international institutions through a transparent, and merit-based process. 

The G-20 also agreed to reconsider the regulation system for banks and other financial 

institutions in a way that prevents excesses that lead to financial crisis, to improve 

international standards for bank capital, to make necessary arrangements about compensation 

to end practices that lead to excessive risk-taking, to make the over-the-counter (OTC) 

derivatives more transparent, to regulate and supervise the hedge funds and credit rating 

agencies, and to make the regulatory and supervisory arrangements for the systematically 

important international financial institutions.  

At the IMF-World Bank Annual Meetings held in Istanbul in October 2009, decisions that 

support and complement the decisions taken at the G-20 summit were taken. These “Istanbul 

Decisions” include: 

1. Enlarging the mandate of the IMF in a way that includes all macroeconomic and 

financial policies, which affect the global stability. 

2. Providing insurance to more countries as the lender of last resort by using Flexible 

Credit Line. 
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3. To expand the multilateral surveillance authority of the IMF. 

4. To shift a quota share of at least five percent from developed countries to 

developing countries. 

Conclusion 

The global financial crisis started discussions about the restructuring of the international 

monetary system. Studies and negotiations about the new shape of the international monetary 

architecture continued in different platforms. The G-20, which reflects the changing balance 

of power in the global economy, became a new multilateral forum for negotiations about the 

international monetary and financial system. (Beeson and Bell, 2009:82)   

Developing and developed countries have different perspectives and different political 

concerns with regards to the new shape of the international monetary system. Developing 

countries want the reform of international monetary system in a way that replaces dollar as the 

international reserve currency and diversifies the monetary system while the developed 

countries prefer continuation of the international reserve currency status of the dollar.  

Negotiations and debates among the developed countries and the developing countries 

continued in different platforms since the beginning of the global financial crisis. Even if 

reforms were made about the international financial and monetary system, the international 

reserve currency status of the dollar remained intact. China took steps to regionalize and 

internationalize the yuan. It is expected that since political as well as economic concerns and 

discussions shape the restructuring of the international monetary system, the process will 

proceed slowly.    

 

 

 

 

 

 

 

 

 



 

814 

 

References 

ARMIJO, Leslie E.; (2007), “The BRICs Countries (Brazil, Russia, India, and China) as 

Analytical Category: Mirage or Insight?”, Asian Perspective, 31(4), pp. 7-42. 

 

BEESON, Mark and Stephen BELL; (2009), “The G-20 and International Economic 

Governance: Hegemony, Collectivism, or Both”, Global Governance, 15(1), pp. 67-86. 

 

BARROW, Steve; (2009), “View of the Day: SDR is a Red Herring”, Financial Times, 

http://www.ft.com/cms/s/0/7c2a87a0-1a14-11de-

9f910000779fd2ac.html?ftcamp=rss&nclick_check=1, 26.03.2009. 

 

BRADFORD, Colin I.; (2008), “The G-20 Financial Summit: A New Day for Global 

Governance”, Current, 509, pp. 38-39. 

 

BURROWS, Mathew J. and Jennifer HARRIS; (2009), “Revisiting the Future: Geopolitical 

Effects of the Financial Crisis”, The Washington Quarterly, 32(2), pp. 27-38. 

 

COFFEY, Niall et al.; (2009), “The Global Financial Crisis and Offshore Dollar Markets”, 

Current Issues in Economics & Finance, 15(6), pp. 1-7. 

 

DARISTA, Jane; (2009), “The Evolving International Monetary System”, Cambridge Journal 

of Economics, 33(4), pp. 633-653. 

 

FOSTER, John and Fred MAGDOFF; (2009), “Implosion and Stagnation: Back to the Real 

Economy”, Monthly Review, 60(7), pp. 1-29.  

 

GERMAIN, Randall; (2009), “Financial Order and World Politics: Crisis, Change and 

Continuity”, International Affairs, 85(4), pp. 669-687. 

 

HORMATS, Robert D.; (2008), “The Future of America’s Financial Dominance”, The 

International Economy, 22(4), 2008, pp. 40-87. 

 

ITAR-TASS; (2009), “Russia proposes creation of global super-reserve currency”, ITAR-

TASS News Agency, http://www.itar-

tass.com/eng/level2.html?NewsID=13682035&PageNum=0, 16.03.2009. 

 

JACQUES, Martin; (2009), “No-one Rules the World”, New Statesman, 26.03.2009.     

  

KIRCHNER, Stephen; (2009), “Blaming Greenspan: Monetary Policy, the Housing 'Bubble', 

and the Credit Crisis”, Policy, 25(1), pp. 20-26. 

 

LEVINSON, Mark; (2009), “The Economic Collapse,” Dissent, 56(1), pp. 61-66. 

 

LIEBSCHER, Klaus; (2009). “The Stability Architecture of EMU”, Progress in Development 

Studies, 9(4), pp. 377-283. 

 

LUKYANOV, Fyodor; (2009), “Putin's Russia: The Quest for a New Place”, Social Research, 

76 (1), pp. 117-150. 

 

http://www.itar-tass.com/eng/level2.html?NewsID=13682035&PageNum=0
http://www.itar-tass.com/eng/level2.html?NewsID=13682035&PageNum=0


 

815 

 

MCKINNON, Ronald; (2009), “Reconsidering SDRs”, Harvard International Review, 31(1), 

p. 7.  

 

MENGLE, David; (2007), “Credit Derivatives: An Overview”, Economic Review, 4, pp. 1-

24. 

 

O'DRISCOLL, Jr., Gerald P.; (2009), “Money and the Present Crisis”, CATO Journal, 29(1), 

pp. 167-186. 

 

PEAPLE, Andrew; (2009), “As the Global Economy Worsens, China Looks to its Own”, 

Harvard Asia Quarterly,12(1), pp. 54-59. 

 

PROSSER, David; (2009), “Row with Emerging Nations Threatens IMF’s Cash Call”, The 

Independent, 27 April 2009.  

 

ROUBINI, Nouriel; (2008), “If Lehman collapses expect a run on all of the other broker 

dealers and the collapse of the shadow banking system.”,  

http://www.rgemonitor.com/blog/roubini/253567/if_lehman_collapses_expect_a_run_on_all_

of_the_other_broker_dealers_and_the_collapse_of_the_shadow_banking_system,13.08.

2008. 

 

SCALIGER, Charles; (2009), “Parallels with the Great Depression”, The New American, 

25(4), pp. 21-25. 

 

SEABROOKE, Leonard; (2001), US Power in International Finance: The Victory of 

Dividends, Palgrave Macmillan, London.  

 

STACEY, Bill and Julian MORRIS; (2009), “How not to Solve a Crisis”, Policy, 25(1), 5-12. 

 

STEWART, Heather; (2009), “Can the IMF Now Feed the World?”, The Observer, 26 April 

2009. 

 

THE TELEGRAPH; (2009), “Gold: Inflows into ETFs up by more than 300pc”, 24.04.2009. 

 

THE ECONOMIST; (2008). “Link by Link; A Short History of Modern Finance”, 

http://www.economist.com/displaystory.cfm?story_id=12415730, 16.10.2008 

 

THE ECONOMIST; (2009), “Finance and Economics: Promises, Promises; The IMF’s 

Search for Funds”, 13.06.2009. 

 

WEISSMAN, Robert; (2009), “A New Life for the IMF”, Multinational Monitor, 30(2), pp. 

10-13. 

 

WORLD FUTURE REVIEW; (2009), “Recommendations by the Commission of Experts of 

the President of the General Assembly on Reforms of the International Monetary and 

Financial System”, 1(3), pp. 59-60. 

 

UNCTAD (United Nations Conference on Trade and Development); (2009), “Trade And 

Development Report Overview”, United Nations, Geneva. 

 



 

816 

 

WHITE, Lawrence H.; (2009), “Federal Reserve Policy and The Housing Bubble,” CATO 

Journal, 29(1), pp. 115-125. 

 

YUNUS, Muhammad; (2009), “Economic Security for a World in Crisis”, World Policy 

Journal, 26(2), pp. 5-12. 

 

 


