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Globalism is a blessing and a curse. It has enabled the acceleration of commerce, allowing individuals and corporations to achieve wealth-objectives with less regard for traditional boundaries promulgated by the Post-Westphalian, state-centric system of world order. This reality offers a seemingly infinite opportunity-set to explore new economic and financial relationships by and between actors of many origins and loci. However, in the absence of systemic governance by the state, an amoebic web of market-driven governance prevails, which is becoming less stable every day as complexity reaches escape velocity, rendering retrieval of the reins of directional control an onerous task. Systemic shocks in one sector may propound through wave acceleration, turning crisis into collapse. In the face of complexity, strategic alternatives to affect control through coordination of disparate political and economic agendas are few. The most effective form of simplification and stabilizing influence has been largely ignored by both statesmen and scholars of international political economy: constructing a path to a global currency – the “globo.” In the same way that the Bretton Wood’s fixed-rate exchange system and gold-backing are artifacts of the global financial system, so too is a world of 140+ currencies that lean on the back of the dollar. The path to a global currency is one of gradual contraction; spurred by financial crises; enlightened sovereignty; accompanied by institutional maturation; and supported by hegemonic leadership.


On Sunday, March 16, 2008, Ben Bernanke, chairman of the Federal Reserve Bank, convened a conference call with several CEOs of Wall Street’s biggest firms including Goldman Sachs, Morgan Stanley and Lehman Brothers. The purpose of the call was to both inform bankers and solicit their support for an unprecedented Federal intervention: the effective bailout of Bear Stearns. In a matter of hours, between Wednesday night, March 12, and the market close on Thursday, the 13th, global financial markets had been placed in peril. As one conference call participant stated, “It was much worse than anyone realized; the markets were on the precipice of a real crisis” (Sorkin 1). “Bear [Stearns] held trading contracts with an outstanding value of $2.5 trillion with firms around the world… ‘We were talking about the possibility of a global run on the bank’” (Sorkin 1). Also unprecedented was the inclusion of foreign bankers on the call: UBS, Credit Suisse, Deutsche Bank and HSBC were listening to Bernanke’s conference call diplomacy. In a March 17 interview with Financial Times, former Federal Reserve Bank chairman, Alan Greenspan, opined, “Periods of euphoria are very difficult to suppress as they build [and] they will not collapse until the speculative fever breaks on its own” (Greenspan in Mandel & Coy 2). In this particular crisis, the immediate effects were contained by aggressive (and expensive) action by the Federal Reserve Bank – action that could have been avoided if the global financial system had been on the stable footing of a single currency governed by uniform economic policies and regulations.


Since the bailout of Bear Stearns, global financial leaders have had time to assess the crisis averted and weigh in with their many interpretations. “We’re now so interconnected with the markets abroad, whether it be Japan or Brazil, that whatever we do on our own is almost beside the point” (Sorkin 2). Bruce Wasserstein at Lazard suggests, “We need much tighter global coordination” (Sorkin 2). But, coordination of what? George Soros, a notoriously successful currency trader suggested, “The financial system needs a global sheriff” (Soros in Sorkin 2). A sheriff who polices what? Answer: the 140+ currencies around the world used by 190+ states to manipulate their own, domestic economies. “When things go bad, the fallout doesn’t stop at national borders” (Sorkin 2). Yet the prospect of greater coordination has been on the agenda of policy wonks for many years with little to no results, as the Basel Committee on Banking Supervision can attest. Crises come and go, prompting fits of coordination to beat back the financial fires, but their lessons are never institutionalized into the rigor of policy, let alone durable regimes, institutions or treaties.


The recent crisis is no exception. Faced with a global financial meltdown, the Financial Stability Forum, operating under the auspices of the G7 Ministers and Central Bank Governors, has called for greater oversight, enhanced transparency, more diligent credit analysis, greater responsiveness, and “robust arrangements for dealing with stress.” They cite “…major declines in value and vanishing market liquidity” in the balance sheets of financial institutions  (Financial Stability Forum Report 1). They suggest their aim is to “…preserve the advantages of integrated global financial markets and a level playing field across countries. They claim the culprit is the “…exceptional boom in credit growth and leverage in the financial system” (FSF Report 5). Of the recent crisis that started in the sub-prime credit market they said, “ As the turmoil spread, increased risk aversion, reduced liquidity, market uncertainty about the soundness of major financial institutions, questions about the quality of structured credit products, and uncertainty about the macroeconomic outlook fed on each other” (FSF Report 6). Thankfully, they did not invoke the trite characterization of a “perfect storm.” Nowhere did they mention that the process of oversight and coordination might be much simpler if there were fewer currencies in circulation, each with their own economic chef fouling the stew. In their seventy-page report, there is only one reference to currency risks – associated with the narrow issue of “cross-border flows and the management of foreign currency liquidity risk” (FSF Report 16). The elephant in the room – the combustible effects of multiple currencies being managed against a politically-charged array of exchange rate strategies – remains forever ignored by effete bureaucratic financial leaders who hang on tenuously to the exigent hope that the U.S. dollar is too big to fail.


The strength of any currency is a function of its capacity to act as a store of wealth, a unit of account and a medium of exchange. Many argue that we effectively have a global currency in the U.S. dollar – like gold before it, it has become the defacto global currency. “The International Monetary Fund counts thirteen countries that have adopted the dollar as domestic currency; Ecuador is the largest. The Federal Reserve estimates that about $350 billion in cash – roughly half of all circulating dollar notes – are held abroad” (Samuelson 1). While the last two functional attributes (unit of account and medium of exchange) are certain with respect to the dollar, the attractiveness of the dollar as a store of wealth fluctuates against many alternatives, not the least of which are the European Union’s euro, Japan’s yen and China’s yuan. 


Most recently, as the dollar has weakened, global investors (including many states) are moving away from the dollar into commodities, viewing them as a more attractive store of wealth. “Countries like China are offloading depreciating dollar reserves to hoard stores of value like commodities [principally rice]” (Cohen 1). The wealthiest states, “Abu Dhabi, China, Norway and Saudi Arabia, for example – have all set up sovereign wealth funds, state-owned investment funds held by central banks that aim to diversify their assets to real assets” (Soros 8). The effects of these events have not been fully realized. 


I suspect we’re just beginning to observe the extent of the dollar’s fall against other currencies and commodities. Harvard economist Kenneth Rogoff and others point to U.S. deficits and flawed financial policies for the dollar’s woes. “The problem is that after so many years of miserable returns on dollar assets, will global investors really be willing to absorb another $1 trillion in U.S. debt at anything near current interest rates and exchange rates?” (Rogoff 2008,1). Or, on the other hand, as Robert Samuelson asks, “…can the world economy thrive without the massive stimulus of ever-increasing U. S. trade deficits?” (Samuelson 1). 

“The biggest wild card right now is the dollar. Over the past year, its value against the currencies of U.S. trading partners has dropped by 10%...if the dollar slips too far and too fast, global investors will see the value of their investments in the U.S. plummet. That will push them to pull their money out, making the greenback drop even more. Under these circumstances the Fed cannot protect the dollar. Its weapon for fighting financial collapse is printing money. But the more dollars it prints the faster the dollar will fall.” (Mandel & Coy 3). 

The only acts that will save the dollar at this point are coordinated interest rate cuts by other, stronger currencies, especially the euro; but, so far, the European Central Bank has shown little interest in arresting the dollar’s decline. Bilal Hafeez, global head of currency strategy at Deutsche Bank in London said, at the conclusion of the G7 meetings in April 2008, “…judging by the language of the Group of 7 statement on currencies, there appeared to be little prospect of coordinated intervention in support of the dollar” (Hafeez in Jolly 1). 


The reality is, however, no currency is ready to take over for the dollar today. “If the euro were fully ready for primetime, we might be seeing the dollar exchange rate jump to over 2.00 and not just to 1.65 or 1.70” (Rogoff 2008, 1). But, “…if the euro zone can persuade Great Britain to become a full-fledged member, thereby acquiring one of the world’s two premiere financial centers (London), the euro might start to look like a viable alternative to the dollar” (Rogoff 2008, 2). And, contention reigns among the 15 European members in regard to the management of the euro. Germany’s hyper-sensitivity to inflation and France’s history of currency manipulation as a favored instrument of domestic economic policy has spawned much public debate and ridicule between countries as the European Central Bank has (appropriately) turned a deaf ear to such sparring.  “The European Central Bank’s independence can be changed only with the unanimous agreement of all 27 EU members (which many, starting with Germany will never give)” (Economist 2008, 3). Neither is the yuan a likely candidate as the new, defacto global currency. “The yuan may well supplant the dollar in the second half of this century. But China’s draconian capital controls and massive financial repression currently disqualify it from anchoring the global economic system” (Rogoff 2008, 2). Yet – a lack of available substitutes is no excuse for failing to address the issue of expanding the base of the dollar by establishing common currencies.


 The peril of the dollar is further exacerbated by “…extremely large current account deficits in the U.S. and the correspondingly large surplus in the external accounts of other countries” (de Rato 2). Most states have executed dollar accumulation strategies as insurance “…against destabilizing runs on their domestic currencies and to avoid the intrusive IMF supervision that befell the countries caught in the East Asia crisis of 1997-1998” (Skidelsky 61). As a percentage of GDP, foreign reserves have risen from around 7% in the 1970s to as high as 30% in developing states like China by 2004.
 On the U.S. side, its “current account deficit [is] equal to 6.5 % of GDP…spending considerably more than it saves” (de Rato 2). In the last several years, “China [has] finance[d] American deficits by buying treasury bonds with the money it gets from exports” (Stiglitz 2). But, what if the American consumer takes a holiday – or can no longer support its own debt load – as is coming true today? States like China will be forced to face the cost of foreign reserves that “…earn less interest for central banks than alternative uses of such funds, and exposes them to large capital losses should the reserve currency depreciate against the home currency – as has been the case with the U.S. dollar” (Skidelsky 61). Joseph Stiglitz, former chief economist of the World Bank, estimates the opportunity cost of holding such reserves by a developing state exceeds 10% per annum.
 “Underlying the current imbalances are fundamental structural problems with the global reserve system. John Maynard Keynes called attention to these problems three-quarters of a century ago…[suggesting] creating a new reserve system based on a new international currency” (Stiglitz 3).


There are also political risks attached to concentrated holdings of one state’s currency. “U.S. dominance rests not only on military superiority and on the size and productivity of its economy, but also on the fact that most international transactions are denominated in U.S. dollars and more than 60% of world foreign exchange reserves are held in U.S. denominated assets, like U.S. Treasury bills” (Wade 2). International economists assure us that the U.S. dollar is too big to fail – that the rest of the world will bail it out because they’re heavily invested in America too. Sounds rational. But the politics of the world (which sometimes are more important to world leaders than economics) aren’t always rational. And there are states holding trump cards that may not be terribly concerned about America’s best interests. China and OPEC each hold trump cards, and are more likely to play them today, out of necessity or opportunity. China is the largest holder of U.S. debt of any entity in the world, and it has the largest foreign reserves of any state in the global system, now estimated in excess of $1.4 trillion. If China starts selling its position in U.S. Treasuries, look out. Even if it holds its current position, it may tip the U.S. over the edge simply by no longer being a purchaser of its debt. The second card is OPEC’s. If they switch to denominating oil trading in the stronger euro, the already weak dollar will plunge; and, they discussed it – promoted by Venezuela’s Hugo Chavez and Iran’s Mahmoud Ahmadinejad – at OPEC’s last meeting. U.S. economic independence and primacy may quickly turn toward dependency and collapse. “The world economy needs an international currency distinct from national currencies and national interests” (Wade 2).


There are a number of direct costs and indirect effects associated with multiple currencies. The total annual worldwide transaction costs due to foreign exchange of currencies is estimated at $403 billion annually (Bonpasse 32). Stated in terms of GDP, both European and Canadian economists have estimated the cost of exchange transactions to amount to approximately .5% of GDP.
 Asset values also suffer because of currency or ‘sovereign’ risk, i.e., “…the risk that a currency might severely inflate or collapse” (Bonpasse 34). The 1990s showed us the effects of financial crises in Mexico, Argentina, East Asia and Russia. Indonesia’s rupia fell “…to a mere 15% of its pre-crisis value…the country’s 13.8 percent GDP decline in 1998 was comparable to the total decline over the worst of the Depression years (1929-32) in the United Kingdom” (Bonpasse 35).


Exchange rate volatility produces both hardship and windfall, independent of economic fundamentals, which make no contribution to the wellspring of economic development. $3.2 trillion in foreign exchange transactions occur each day, exclusive of billions more in derivative securities – not unlike the market structure of the recent crisis precipitated by sub-prime mortgages.
 But, at least the sub-prime market debacle had a tangible asset – real estate – buried at the bottom of the multi-level marketing scheme. In the case of currency trading, where unregulated derivatives also play a large role, the underlying assets are currencies, backed only by the notion of “legal tender.” The annual GDP of the United States is equaled in speculative currency trading each week by Thursday. Annual foreign exchange trading is approximately twelve times worldwide GDP of $70 trillion (Bonpasse 409).  This represents a monumental zero-sum, win/lose game of wealth transfer, forcing states, financial institutions and every transnational corporation to make critical decisions based on speculative realities that disrupt economic development and induce market volatility. Perhaps Jesus was correct in his condemnation of “money changers.”
 Currency trading is a high stakes game played on computers. There are no free drinks or complimentary hotel suites for high rollers, yet the fundamentals are the same. Place your bets. Roll the dice. 


Corporations are forced to make dis-economic decisions based on exchange rate volatility. Recently, Airbus had to restructure much of its operations while U.S. based DuPont found a silver lining in the dollar’s decline. European Aeronautic and Defence Space Company (EADS) (owner of Airbus) Chief Executive Louis Gallois said, “The Sword of Damocles is not just hanging over us anymore; it is actually falling” (Gallois in Hepher & Blamont 1). Both Airbus and its suppliers are being forced to relocate production efforts outside of the euro zone to “…low cost countries or directly into the dollar zone” (Hepher & Blamont 1). Airbus will move production as far a way as Alabama and China. DuPont, with over 60% of its revenue generated in overseas markets, posted earnings of $1.29 per share in Q1 against $1.07 one year earlier. It was helped both by dollar weakness and demand for its agricultural products as many large Asian countries scramble to increase production while commodity prices reach all-time highs, due in part to commodities gaining popularity as a store of wealth.


Developing states may suffer most from a global financial system with multiple currencies. Exchange rate management by central banks provides little more than a target for speculators and transfer agents to extract precious value out of the economies of developing states. In other words, monetary regimes matter. Economic disturbances, typically in the form of pronounced inflation-devaluation cycles, are common in developing states. “If anything, exchange rates have been the dominant instrument of destabilization” (Dornbusch 240). The amelioration of such instabilities cannot occur until currencies are, in effect, pooled into a larger context – managed across a wider span of economic factors – to smooth out instabilities and dampen cyclical effects. “With low inflation and stable inflation, and a stable currency, economic horizons lengthen. The lengthening of horizons, in turn, is conducive to investment and risk taking, which translates into growth, and this closes a virtuous circle” (Dornbusch 240). The advantage of “tying one’s hands” to a broader regime has its benefits.
 


Trade is also important to developing states and exchange rate volatility has been shown to have a strong negative effect on trade. But is reducing exchange rate volatility enough? The answer – no – was provided by Andrew Rose in his landmark study at University of California, Berkeley. Dr. Rose linked “…cross-country variation in currency arrangements to cross-country variation in international trade” (Rose 7). He found that while exchange rate volatility does have a strong negative effect on trade, decreasing volatility alone – reducing exchange rate volatility to zero – does not, in and of itself, have a large positive impact on trade. However, “countries with the same currency trade over three times as much with each other as countries with different currencies” (Rose 14).


Remittances – monies sent home by migrant workers to their families in developing countries – also suffer from foreign exchange and transfer costs. “The New York Times reported in November 2007 that in 2006, ‘migrants from poor countries sent home $300 billion, nearly three times the world’s foreign aid budgets combined’” (Bonpasse 414). After paying a 5-10% transfer fee to companies like Western Union, migrants exchange their earnings at significantly less attractive exchange rates to those enjoyed by large financial institutions; and, in having to execute an exchange, are often exposed to violent criminal elements. 


We may be finally nearing a tipping point in globalism, where complexity has compounded to the point that we can no longer afford currency volatility that is endemic in a global community of 190+ states with 140+ currencies.  While many financial crises in the world have 

“…been triggered by war, transition to communism, a major political change, and other deep political confidence crisis…[and] one-fourth…by pressure from the IMF or the World Bank regarding loans…the remaining 21 [of 96] episodes had been triggered by financial market or currency crisis. This latter list included Argentina (1980, 1989, 1995), Brazil (1990), Chile (1976, 1981), Finland (1991), Indonesia (1997), Israel (1983), Korea (1997), Malayasia (1997), Mexico (1982, 1995), Nigeria (1992), Norway (1987), Phillipines (1998), Russia (1998), Sweden (1991), Thailand (1986, 1997), and Uruguay (1981)” (Terzi 6). 

Harvard’s Kenneth Rogoff suggests that 

“Currency volatility is the price we pay for having independent monetary policies…in a world of highly mobile and integrated capital markets, governments face a trade-off: they certainly can use monetary policy to fix the exchange rate, but only at the cost of ignoring everything else, including domestic growth and inflation” (Rogoff 2005, 74).

It is becoming increasingly clear that pressure is building. In 2005, former Federal Reserve Bank chairman Paul Volker warned, “Under the placid surface, there are disturbing trends: huge imbalances, disequilibria, risks – call them what you will. Altogether, the circumstances seem to be as dangerous and intractable as any I can remember, and I can remember quite a lot” (Volker B07). Today, American consumer confidence is at its lowest point since 1982
 and the insatiable appetite of the American consumer was the primary engine for global economic growth since the end of the Cold War.


If policy coordination (the elixir of choice offered by economic bureaucrats) is seen as the solution to increased stability, why not start with decreasing the workload and systemic volatility by reducing the number of currencies in play? Why not put the world on a path to simplicity in the face of complexity? Why not “coordinate” less? Why not one, global currency? Paul Volker has repeatedly suggested, “If you have a closely integrated world economy with free trade and free movements of capital, the logical complement of that is a global currency” (Mandel & Coy 1). In their April 2008 meeting, the G7 Ministers reported, “Since our last meeting, there have been at times sharp fluctuations in major currencies, and we are concerned about their implications for economic and financial stability” (Egan & Heller 2). This heightened awareness marked the first time in four years that the G7 changed the language of their report on currencies in any fashion whatsoever, although no specific action steps were offered to affect this source of instability. Instead, calls for stricter oversight, transparency, responsiveness and other bureaucratic jargon adorned with tired adjectives like “robust” passed as a job well done.


Arguments for one world currency aren’t new. In the last period of globalization, in the late 19th century, similar observations were made. “In 1869 the British economist and journalist Walter Bagehot published a pamphlet called ‘The Assimilation of the English and the American Money as a Step toward a Universal Money’” (Hoffman 1). Mr. Bagehot argued that matters regarding trade and credit were alike across the world and both ought to be universally applied. In 1892, Carl Menger published his arguments under the title “The Origin of Money” wherein he illuminated the functionality of a common medium of exchange and unit of account among foreign traders. None of these arguments gained traction, however, mired in the contemplation of relative currency values and, of course, terminated by the onset of World War I. In the 1960s, the discussion was renewed by Columbia University economist Robert Mundell attempting to identify “optimal currency areas” in the context of the debate of the day: fixed versus floating exchange rates. In 1984, Harvard economist Richard Cooper published his vision for a single global currency in “A Monetary System for the Future.” Today, the Single Global Currency Association, founded by Morrison Bonpasse in Newcastle, Maine, serves as a virtual repository and lightening rod for the issue. The Association’s stated goal is to realize a single global currency by 2024.


Since the end of the Cold War, a number of regional trade agreements have been forged that some view as prerequisites to a monetary union and, subsequently, a common currency. The European Union, North American Free Trade Area, and Mercosur in South America are examples of regional trade agreements. The European Union has progressed much further through the Maastricht Treaty that empowered the European Central Bank and produced the euro. We must also remember that the oldest monetary union of all was formed in the United States with the Constitution of 1789, although its full accomplishment was not achieved for many years – arguably well after the Civil War. The Single Global Currency Association identifies monetary unions in various stages of development including the EU; the Brunei-Singapore Monetary Union and the South Asia Association for Regional Cooperation in Asia; the Central American Monetary Union Council and the Eastern Caribbean Central Bank in the Americas; the Gulf Cooperation Council Monetary Union in the Middle East; the West Africa Economic Monetary Union, the Central African Economic and Monetary Community, and the West Africa Monetary Zone in Africa.
 The range of progress spans from brainstorming to – in the case of the euro – successful implementation, which has pleasantly surprised the euro’s most optimistic supporters and allowed ample embarrassment for its early critics.


There are three primary functions that must be served in the management of any international monetary system: “…adequate liquidity, timely adjustment and confidence in the stability of the system” (Spero & Hart 12). Today, under a floating rate of exchange, and foreign exchange markets (FOREX) open twenty-four hours a day, timely adjustment is assured; although some may argue it is too timely – that the speed of information flow amplifies volatility. The management of liquidity and confidence are less assured: central banks are clearly operating in uncharted territory as they grapple with issues surrounding the dollar and the administration of relatively young monetary unions that must learn to process the influence of their constituent states. 140+ currencies in-play within the same system certainly exacerbates these challenges. Notwithstanding the hundreds of billions of dollars in transaction costs; the negative effects on trade, asset values and GDP; pesky, omnipresent current account imbalances; dis-economic, zero-sum business decisions; and induced volatility due to currency speculation; in my view, the greatest argument for one global currency – the globo – is the simple fact that in the complexity globalization provides and accelerated velocity of currency trading, we are losing our capacity to serve the three functions of monetary management: liquidity, adjustment and confidence. 


There are many who assert that multiple currencies are the price we pay for independence and sovereignty – that absent a catastrophic financial collapse, the dearth of political will assures that no progress will be made toward the globo. Admittedly, history stands squarely on the side of these arguments. Others point out that societies look to their own currency as a symbol of their unity, even while the vast majority of transactions today are cashless – tactile-free. Then, there are a plethora of governance issues. “Absent a global government, it would be difficult to establish adequate checks and balances on a global central bank” (Rogoff 2001, 245). And, the claim that a free market and currency competition is all we’ve ever needed; that Adam Smith’s invisible hand will prevail. Yet, the political manipulation of currencies has shown us time and again that the visible hand of politics prevails all too often. Finally, there are those who predict that the predecessors of a common currency – monetary unions – are doomed to failure, the singular exception being the United States. In 1999, Columbia University economist Charles Calomiris published “The Impending Collapse of the European Monetary Union” wherein he stated, 

“I predict the euro will be a weak currency (one that will not retain its value against the dollar), and that it will not be a permanent currency. Ultimately, the euro will most likely be remembered neither as a textbook example of the social gains of properly defining the optimal currency area nor as the harbinger of global exchange rate stability, but rather as an illustration of the importance of fiscal discipline for monetary credibility, and as a monetary example of the tragedy of commons” (Calomiris 449). 


The complexities produced by globalization require the simplification of its most important attributes to allow the reasonable prospect of stability. Money is arguably the global system’s most critical attribute. Every day policymakers and market makers wrestle with dampening or exploiting the effects of the 140+ currencies populating the world. Simplification means contracting the number of currencies and central banks to reduce volatility, costs, and dis-economic decisions in order to improve liquidity and stability – the health of the global financial system. 


Robert Mundell has given us his theory of optimal currency areas, which, while born of a different era when geography and territorial boundaries were more constraining, has inspired others to consider additional systemic factors of integration.  Some suggest the trade route – that lowering trade barriers are a prerequisite to a common currency. Richard Cooper, who boldly established the vision of a single global currency in 1984, proposed in a paper in 2006 that an initial common currency should be established among “rich democracies.” He argues that the U.S., EU, Japan and perhaps even the United Kingdom should establish a common currency and central bank, “…by eliminating monetary and exchange rates as sources of asymmetric shocks among the participating countries, a common currency will conduce to more stable economic activity and possibly higher growth” (Cooper 17). The European Union and its euro offer a plausible roadmap established by treaty constituting a central bank free of politicization and strict requirements of member states, now lined up to gain admission. Regardless of the selected approach, 

“…the options for the future international monetary system seem limited and include a) dollarization – on condition that the United States agrees to take responsibility for the world monetary matters, b) currency blocs, supra-national currencies or a single world money – on condition that countries can politically cooperate in their co-management of monetary matters, and c) the ‘bancor’ [globo] – on condition that the political willingness of countries overcomes the existing, yet precarious system” (Terzi 20).


In my view, constructing the path to one global currency – the globo – includes many considerations; paramount among them are political will, institutional maturity and economic interdependence. Where high levels of these three factors exist, by and between states, monetary unions should be formed. Political will is code for enlightened leadership – leaders who consider sovereignty as a source of power, gained referentially, rather than power to be accumulated as a source of protection in an anarchical world. Institutional maturity connotes commonality, durability and predictability – where a common context (like capitalism) exists and the rule of law prevails over corruption and/or ideological hubris. Economic interdependence is a measure of the connectedness of states as evidenced by trade; flows of capital and factors of production; and of the nature of their complements, which allows comparative advantage to thrive.

When I was in grade school, we were told to forget about inches, yards and gallons – that the world was adopting one system of measurement: the metric system. As a kid I had difficulty getting my head around meters and liters. Whether the basketball rim was 10 feet off the ground or 3.048 meters, it would be some years before I could dunk the ball. Now, unless I’m in another country or watching the Olympics, I don’t have to concern myself with meters. The triggering event that transforms potential energy to kinetic has yet to materialize behind conversion to the metric system in the United States. The passion inevitably produced by crisis never came. But, the global financial system is much more significant and less stable than our bipolar systems of measurement.


 Globalization has expanded economies throughout the world; many of which have relied on the dollar and the American consumer to fuel their growth. Recently, many currencies have strengthened while the dollar declines. OPEC is wrestling with the idea of denominating its trading in euros. One global systemic meltdown was avoided or – perhaps more accurately – postponed. Economist Paul Krugman recently suggested, “…there’s every reason to believe that the next crisis will be bigger still – and that the Fed won’t have enough duct tape to hold things together” (Krugman 2). 


Governance of multiple currencies, influenced by a whole spectrum of domestic interests, is impossible in a period of globalization. Chaos theory is the operative construct of our current global financial system – stability is the product of randomness. As complexity compounds, disequilibria will define the status quo and financial crises – like the tremors in the 1990s or, the recent near-collapse – will increase at an increasing rate. Just eight years ago the 21st century was heralded as the “New American Century.” Today, scholars are writing about “The Post-American World.”
 The question is: which state will take the lead to put the global financial system on a path to the globo? In reality, there is only one country that can: the United States. It is time for Chairman Bernanke to pick up the phone, again.
Endnotes:


� Robert Skidelsky, cited below, provided these economic statistics.


� Joseph Stiglitz covers this in his book, Making Globalization Work, reviewed by Robert Skidelsky, cited below.


� A European Commission study and one provided by economist John Murray are summarized in Bonpasse, cited below.


� This figure represents both direct foreign exchange transactions, exclusive of derivative trades, as summarized in the “Triennial Central Bank Survey of Foreign Exchange and Derivatives market Activity in 2007” from the bank for International Settlements, December 2007, at � HYPERLINK "http://www.bis.org/publ" ��www.bis.org/publ�. 


� There are a number of places in the Bible that suggest Jesus’ disdain for money changers, most notable in the Gospel according to John.


� Francesco Giavazzi and Marco Pagano are credited with first identifying the benefits of “tying one’s hands” in 1988, included in Dornbusch, cited below.


� The University of Michigan reports on consumer confidence…in this case the report is from April 2008.


� The G7 Ministers, in a press release distributed by the United States Treasury Department, stated the “Rapid implementation of the FSF report will not only enhance the resilience of the global financial system for the longer term but should help to support confidence and improve the functioning of the markets” (HP-919, April 11, 2008).


� A summary of the status of monetary unions across the world can be found at � HYPERLINK "http://www.singleglobalcurrency.org/monetary_unions" ��www.singleglobalcurrency.org/monetary_unions�. 


10 Zakaria, Fareed. (2008). The Post-American World. New York: W.W. Norton & Co.
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