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• CACs = Collective Action Clauses
• EAP = The IMF’s Exceptional Access Policy



JBT tells the story of both in 
Chapter 4 of his book



Self-servicing remark: One of the 
first two authors (1995)



The date (1995) provides the 
context
• Mexican crisis.
• Unprecedentedly large IMF 

program.
• Worries about moral hazard.

• For reckless EM 
policymakers.

• For reckless creditors who 
got bailed out.

• Solution: make it easier to 
restructure as an alternative 
to bailouts.

• Solution: in turn it becomes 
possible to limit 
exceptionally large programs



Obstacles Undersecretary Taylor 
had to overcome
• Fear of higher borrowing costs limited 

willingness of EMs to issue.
• Novelty premium.

• First movers would also be sending a negative signal 
about their own creditworthiness.

• Alternative IMF proposal (SDRM).
• Temptation for the press to set up the two Stanford 

professors and golfing partners as rivals and even 
enemies.



Negotiations and achievements

• March 14, 2002 Taylor memo to Treasury Secretary 
O’Neill.

• April 2, 2002 speech at IMF Spring Meetings announcing 
Treasury “Action Plan.”

• April 19, 2002, G7 signs on to Action Plan.
• Summer 2002: Treasury leads international effort to 

develop model clauses.
• IMF Fall Meetings 2002: Bringing all stakeholders, both 

private and public, together in Treasury Cash Room, but 
no agreement.

• January 2003: Mexico (with impetus from Carstens) 
agrees to go first.

• Scores of other countries then follow.



Assessment: Impact on borrowing 
costs depends who you are



Assessment: Impact of enhanced 
clauses depends on who you are



More recent evidence suggests that enhanced 
clauses lower borrowing costs across the board



And Exceptional Access Policy?
Approved in September 2002
• John writes how he 

preferred rules 
over discretion.

• Influenced by you 
know who
• (Kydland and 

Prescott 1977).

• This was referred 
to as “constrained 
discretion.”



Assessment
• EAP policy succeeded in 

encouraging “deliberate and 
systematic consideration” of large 
programs.

• But lack of clear numerical or other 
benchmarks has raised questions 
about “evenhandedness.”

• Repeated ad hoc changes in the 
framework as “special cases” arise 
(the “Systemic Exemption” for 
example).

• Staff is said to have reverse 
engineered whether cases qualify 
for Exceptional Access to allow 
programs to go forward (which is 
staff’s preference).

• Still no support in the institution for 
a binding rule.



Assessment



But then there is also this

• Which is not very 
encouraging when one 
thinks about a 
systematic process for 
encouraging 
exceptional access to 
IMF resources.



Conclusion

• The undersecretary’s 
achievements were 
considerable.



• Thank you.


	Slide 1: International Cooperation in the Age of Taylor: A CAC/EAP Story
	Slide 2
	Slide 3: JBT tells the story of both in Chapter 4 of his book
	Slide 4: Self-servicing remark: One of the first two authors (1995)
	Slide 5: The date (1995) provides the context
	Slide 6: Obstacles Undersecretary Taylor had to overcome
	Slide 7: Negotiations and achievements
	Slide 8: Assessment: Impact on borrowing costs depends who you are
	Slide 9: Assessment: Impact of enhanced clauses depends on who you are
	Slide 10: More recent evidence suggests that enhanced clauses lower borrowing costs across the board
	Slide 11: And Exceptional Access Policy? Approved in September 2002
	Slide 12: Assessment
	Slide 13: Assessment
	Slide 14: But then there is also this
	Slide 15: Conclusion
	Slide 16

