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Status and Role of International Financial Soft Law in Global Financial Governance

LIAO Fan
( Institute of International Law Chinese Academy of Social Sciences Beijing 100720 China)

Abstract: International financial soft law refers to the norms and rules governing international financial relations which
have no legally binding force but which nevertheless may have practical effects especially the various international financial
standards formulated by international standard-setting bodies. The limited role played by the existing treaty rules the com—
plexity and volatility of financial regulatory practice the sensitiveness of issues related to national sovereignty and the lack
of an effective dispute settlement mechanism in the international financial sector all lead to the necessity of soft law in glob—
al financial governance. Soft law has a dual role in global financial governance — first as a transfer station or interim peri—
od towards “hard law” and second and more importantly as a set of rules having independent value and contributing to
global financial governance in its own right. To a large extent soft law plays a more substantial role in global financial gov—
ernance than hard law and global financial governance might even be characterized as “rule of soft law”.
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