GLOBAL CRASH, OR NEW SYSTEM!?

To reunify, rewind to Bretton Woods, ‘American System

’

principles (Step Three

By Elisa Barwick

Over recent decades China has extended its develop-
ment model to the world, by offering the Belt and Road Ini-
tiative (BRI) as the basis for cooperation. The vision for a lat-
ticed network of major infrastructure projects has also estab-
lished China as the world’s largest official lender, providing
an alternative financial pathway to post-World War Il finan-
cial institutions, the International Monetary Fund and World
Bank. AAS documented this in “Rewriting the rules of inter-
national finance, Step One” (AAS, 12 Oct. 2022). In “Replac-
ing hegemonic order with multilateral consensus (Step Two)”,
(AAS, 9 Nov. 2022) we noted important steps that Russia had
taken to consolidate trade arrangements that would function
independently of the US dollar, which has been increasing-
ly exclusionary, notably in relation to Russia itself, but also
other sanctioned states such as Afghanistan. New economic
arrangements, which focus on nations’ ability to obtain the
physical necessities for existence, are being unrolled rapidly,
as recently updated in “Amid financial shakeup, a new archi-
tecture is coming together” and “The US dollar reckoning”
(AAS, 5 April). Diplomatic initiatives from China and Russia
are also contributing to the shaping of a new economic frame-
work, as reported in “Global majority follow China, Russia
to exit neoliberalism” (AAS, 29 March)." The economic and
diplomatic initiatives overlap. During a trip to Turkey on 7
April, Russian Foreign Minister Sergey Lavrov commented
that any peace deal in Ukraine must first take into consider-
ation “what the principles of the new world order, which we
all need, will be based on”.

To recap recent developments: Russian leaders have fore-
shadowed discussions of a new “BRICS common currency”
for trade purposes, at the August summit of BRICS in South
Africa (Brazil, Russia, India, China, South Africa); an agree-
ment was reached between China and Brazil to conduct trade
in Chinese currency, the yuan, using China’s CIPS settlement
system rather than SWIFT (since then, China’s Industrial and
Commercial Bank, has conducted the first cross-border yuan
settlement transaction in Brazil via its local branch); China and
France have made their first energy purchases from the UAE
in yuan; earlier in the year, the Saudis and Chinese agreed to
trade oil in yuan, also using CIPS.

Brazilian President Luiz Inacio Lula da Silva’s visit to Chi-
na will enhance cooperation between not only China and
Brazil, but potentially all of South America. Lula’s naming of
former Brazilian President Dilma Rousseff to head the BRICS
New Development Bank is another signal of the intention for
a new financial order oriented to real economic growth (p.
13). African nations, especially South Africa which is hosting
the BRICS summit in August, have repeatedly signalled their
intention to be an integral part of a new economic and stra-
tegic order.

Malaysian Prime Minister Anwar Ibrahim visited China in
early April, discussing the move away from the dollar using
the ringgit and yuan for trade, proposals for an Asian Mon-
etary Fund, and local BRICS projects. Russia and Vietnam

1. All three articles available in “A new financial order is forming”, at
citizensparty.org.au
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have agreed to develop a detailed roadmap for cooperation
on payments in national currencies as well as infrastructure
development.

(All of this is to indicate that the basis for the new financial
order desired by the “global majority” or “global south” will
be real economic exchanges and growth of the real, physi-
cal economy.)

According to Bloomberg, the US dollar is no longer the
most traded foreign currency in Russia; the yuan outstripped
the dollar in monthly trading volumes on the Moscow Ex-
change for the first time in February 2023. It is likely that the
Chinese currency will also overtake the combined total trad-
ing volumes of the dollar and the euro before year’s end.

Recognition that the old era has ended is beginning to
impinge even on bankers at the heart of the old system. “It's
no longer a unipolar world”, a leading financial strategist at
global investment bank RBC Capital Market (Royal Bank of
Canada) told the Financial Times on 3 April. (Note that Putin
has stressed that Russia, as China, does not wish to replace
that order with a new hegemon, whether “a bipolar, tripolar
or other dominating order”.)

The next, and perhaps most crucial step, however, in es-
tablishment of a new financial order, is agreement among the
world’s major nations. This means a de-escalation of tensions
between Western nations and Russia-China. This is possible, if
leaders in the USA and UK realise that it is also in their interests
to reform the US dollar system. This may not seem especial-
ly likely, but the disintegration of the current banking system
puts it squarely on the table. The US dollar system, developed
after the takedown of the Bretton Woods monetary framework
in 1971, which was designed by US President Franklin Roo-
sevelt to foster a stable international environment for physi-
cal production and trade (to move the goods to where they
are needed) while preventing financial and currency specula-
tion. Today’s US dollar order, in contrast, is a creature of Wall
Street and City of London bankers who disconnected it from
the real economy, undermining the Bretton Woods system by
developing offshore banking zones in the 1950s outside of the
jurisdiction of any single nation, specifically in order to fos-
ter speculation. This was accompanied by innovations such
as the “petrodollar” (solely using the US dollar for oil sales),
which entrenched the dollar’s power but is now crumbling.
(See “Who ended the Bretton Woods system and opened an
age of infinite speculation?”, available at citizensparty.org.au/
australian-alert-service-feature-articles/economic)

A crucial contribution to this debate was raised at a special
session of the Moscow Economic Forum held 4-5 April, by Ser-
gey Glazyev, Minister for the Integration and Macroeconom-
ics of the Eurasian Economic Commission. He urged nations,
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in particular his own, to examine China’s unique economic
model and learn from it. Referencing his new book, Chinese
Economic Miracle. Lessons for Russia and the World, he em-
phasised China’s successful investment policy, which places
production and development ahead of the mere monetary
footprints of those primary processes. As AAS has document-
ed (“China’s Glass-Steagall standard”, AAS, 25 July 2018), the

Chinese model is based on the national credit mechanisms of
the American System of Economics, exemplified by US Trea-
sury Secretary Alexander Hamilton’s First Bank of the United
States. If the USA returned to its roots, it would quickly dis-
cover a commonality with China’s approach, making a Bret-
ton Woods agreement for a new era possible. (See the Back
Page Feature for more on the Chinese model.)

Brazil, China set course for new international order
P =mi

By Elisa Barwick

Brazilian President Luiz Inacio Lula da Silva has made
a clarion call for a new financial order that is fair for all na-
tions. This is urgent for developing countries that have been
under the boot of Bretton Woods institutions—the Internation-
al Monetary Fund and World Bank—debased after US Pres-
ident Franklin Roosevelt died and his vision for a just world
order was slowly crushed (p. 12).

President Lula visited China on 12-14 April after reschedul-
ing his trip due to illness. In his meeting with Chinese President
XiJinping, Lula declared that “Brazil is committed to building
closer relations with China from the strategic perspective of
shaping a justand equitable international order”, according to
the Chinese Foreign Ministry account. The two Presidents dis-
cussed economic cooperation to benefit the world and how
they can contribute to a peaceful settlement of the Ukraine-
Russia conflict, stressing the need for dialogue and negotiation.

A memorandum for Brazil to formally join China’s Beltand
Road Initiative was a topic of discussion, but not yet conclud-
ed. Ahead of his trip, Lula said he would invite Xi to visit Brazil
so he could “show him the projects that interest us—what we
want to build in partnership with the Chinese ... so they can
invest in things that don't yet exist—a new highway, railroad,
hydroelectric dam, anything that means something new for
Brazil.” He emphasised that he intends to have a very strong
foreign policy and wants “to create an external political front.
... Brazil has to be an international protagonist.”

The trip coincided with the investiture on 13 April of for-
mer Brazilian President Dilma Rousseff as the new president
of the BRICS New Development Bank (NDB). This took place
at the bank’s international headquarters, in Shanghai. Rous-
seff was thrown out of the presidency in 2016, the same year
the NDB was initiated, as the result of a politicised impeach-
ment proceeding which amounted to a coup by enemies of
the BRICS and its vision for a new financial system.

In his speech, Lula noted the bank’s creation as a milestone
marking the unity of emerging nations, contributing to devel-
opment funding “free ... from the shackles of conditionalities
imposed by traditional institutions”, adding, “with the possi-
bility of financing projects in local currency”. He called for
reform of the UN, IMF and World Bank and for using the G20
and BRICS “creatively” to put the requirements of the develop-
ing world on the agenda. The NDB “meets all the conditions
to become the great bank of the Global South”, he affirmed.

Lula told the gathering that “No bank should be asphyxiat-
ing countries” economies the way the IMF is doing now with
Argentina, or the way they did with Brazil for a long time, and
every third-world country.” Nations have become hostages of
international lenders, he said. Lula reflected that change prom-
ised in the Group of 20 forum after the 2008 global financial
crisis never happened and that banks are still making mon-
ey out of selling paper, so lawfully they are again going bust.
He suggested that BRICS nations finance trade in their own
currencies through the BRICS bank, so nations don’t have to
“chase after dollars to export”.

At the same time, Argentina’s Finance Minister Sergio
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Massa was in Wash-
ington to renegoti-
ate the terms of the
IMF’s US$45 billion
Extended Fund Fa-
cility. Both Argenti-
na and Brazil have
been under signif-
icant US pressure
not to sign econom-
ic agreements with
China. While Lula
was in China, US
Deputy Secretary of
State Wendy Sher-
man was in Argen-
tina telling them to
stay clear of agree-
ments with China,
instead insisting the
country must be
prepared for “short-
er term pain” to get
its financial house in order and “improve conditions for for-
eign investors”! Lula’s assertion that the agencies of the Wash-
ington consensus like the IMF are “holding a knife to [Argen-
tina’s] neck” is accurate indeed.

In her speech, Rousseff also addressed correcting this sit-
uation: “As a former President of Brazil, | know the impor-
tance of the work of multilateral banks to support develop-
ing countries, particularly NDB, in addressing their econom-
ic, social and environmental needs. Becoming the president
of the NDB is undoubtedly a great opportunity to do more
for the BRICS, the emerging markets and developing coun-
tries, and my own country—Brazil.”

At a roundtable of the NDB after the investiture ceremo-
ny, to loud applause Lula declared: “Every night | ask myself
why all countries have to base their trade on the dollar. Why
can’t we do trade based on our own currencies? Who was it
that decided that the dollar was the currency after the [1971]
disappearance of the gold standard?”

A Joint Declaration between China and Brazil stated that
the countries will explore cooperation for development, in-
cluding via the Belt and Road Initiative. Fifteen bilateral
commercial and partnership agreements were signed, worth
US$10 billion, while 20 new business agreements were signed
between Brazilian and Chinese companies, in addition to 20
others signed by Brazilian businessmen already in China in
March, when Lula had to postpone his scheduled visit.

Lula also angered all the usual suspects by meeting with
representatives of Chinese telecom company Huawei, and by
insisting in regard to the Ukraine-Russia situation that “The
United States needs to stop encouraging war and start talk-
ing about peace.” On his way home Lula stopped over in the
United Arab Emirates, which recently commenced transact-
ing with China in yuan, the Chinese currency.
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In 1991, when Shanghai decided to build a
subway, the World Bank scolded it for “opting
for such an expensive system as metro
without studying all possible alternatives.”
This was, after all, a city of 6.5 million
bicycles and less than 200,000 motor
vehicles, most of which were commercial
trucks and buses. Might the city be better off
impraving its bike infrastructura instead? “It is
doubtful that such an expensive mode can be
the core to the urban transport system for
passengars,” tha bank concluded. Shanghai
decided to build a subway anyway. In fact, the
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If left to the World Bank, China would never
have developed; now it offers an alternative to
the IMF-World bank model. The source of this
quote is “High-Speed Empire: Chinese Expan-
sion and the Future of Southeast Asia” by Will
Doig. Photo: Twitter
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