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Abstract 
Ian Hurd has argued that coercion, self-interest and legitimacy are fundamental 

factors supporting global governance. This paper tries to present the dynamic 
relationship among these three factors, and to test this idea to the case of revisions 
on international global banking regulation after the financial crisis during the late 
2000’s.  

Firstly this paper argues that the meanings of coercion and self-interest have 
transformed themselves under the environment of increasing economic interdependence 
observed in the global economy. In its new form, coercion is generated as a result of one 
to many power asymmetry in which adoption of certain multilaterally-set rules becomes 
obligatory. In addition, due to the complex interaction among states caused by increasing 
economic interdependence, judging one’s self-interest ex-ante becomes very hard, in 
many cases almost impossible. These changes, in turn, function to increase the degree 
of legitimacy. This is because the increase of legitimacy can save the loss of social 
power necessary for coercion. And legitimacy can offer a good ex-ante reason to make 
some policy actions in the situation where self-interest is hard to judge. Scientific and 
theoretical frameworks can also be utilized to enhance legitimacy by providing certain 
levels of accountability in this situation.  

Even before the financial crisis, the Basel Regulation has functioned as a 
“passport” to the ever-growing global financial market. As a result, adoption of this 
regulation has become obligatory for states, even though there have been many 
aspects of legitimacy deficit pointed out in it. After the financial crisis, revisions on 
global banking regulation was necessary, but finding the right balance in the 
strength of regulation, i.e., self-interest of states, has been difficult due to the 
trade-off relation between economic growth and financial system stability. Under 
this situation, revisions of global banking regulations have been led by the newly 
created G-20 summit and it substantially enhanced legitimacy in formulating 
international banking regulations.  
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