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s he tectonic plates of our global financial system shifted
‘when Brazil, Russia, India and China - known by their
acronym Bricheld their first standalone meetingin the

&  Russian city of Yekaterinburg on June 16. Did the Bric

8 meeting echo the Bandung conference of non-aligned
developing nations in 1965? Unlike Bandung, Bric was not about
broad political vision in a post-colonial era but, rather, coping with
aglobal financial crisis in the post-Washington Consensus era.

Bric represents the emergence of a new consensus, often
between unrelated nations drawn into an alliance to address
specific issues or crises. In this case, it was the search for pragmatic
alternatives to the US dollar as the only global reserve currency.

It began when China’s central banker Zhou Xiaochuan (B/\I1)
called on the International Monetary Fund to expand the basket of
special drawing rights (SDRs) earlier this year. He was soon echoed
by Russian President Dmitry Medvedev's chief economic aide,
Arkady Dvorkovich. And, in the run-up to the summit, Mr
Medvedev said: “The existing set of reserve currencies, including
the US dollar, have failed to perform their functions.” Mr
Dvorkovich called on the basket of SDRs to include commodity
currencies such as the yuan, rouble, Australian and Canadian
dollars, plus gold.

On the second day of the summit, the US dollar fell sharply,
indicating that the Bric nations had found the magic power of
making the dollar ride a roller coaster with only a few words.

The important point is that this summit of Bric leaders was not
Justabout talk, but action. They proposed investing their reserves
in each other’s curren settling bilateral trade in domestic
currencies and striking currency-swap agreements. It was even
suggested to include the five central Asian states of Kazakhstan,
Uzbekistan, Turkmenistan, Tajikistan and Kyrgyzstan within the

framework of using the yuan as a

e settlement currency, which some

Goldman point to as an attempt to create a

“ha nredicte  miniature European-Union type of
Sachs predicts arrangement in Central Asia.

that, in 20 While it may still be premature to
il i adopta global currency, as suggested
ars, the Bric  bysome economists such as Joseph
4 1 Stiglitz, the idea does seem to have
1018 COUICE  some momentum. “The Bric countries
i can lead the world towards global
dwarf the monetary stability by supporting the
Cir o 7en researching and planning for the next
_(' Toup of Seven global currency to replace the US
dollar,” said Morrison Bonpasse,
president of the Single Global Currency Association, a US think
tank. Mr Bonpasse believes that “when such a single global
currency supports a number of countries with 40-50 per cent of
the world's GDP, the ‘tipping point’ will have been reached, and
other countries will join quickly”.

The trajectory is clear. Bric nations already account for 50 per
cent of wotld growth, based on purchasing parity power. While
collectively their gross domestic product amounts to only 14.6 per
cent, within 20 years, it is estimated that it will reach 50 per cent.
Their collective populations account for 42 per cent of the world’s
total. Goldman Sachs now predicts that, in 20 years, the four could,
together, dwarf the Group of Seven leading industrial nations, and
that China’s economy will overtake that of the US in size,

Critics argue that the four have nothing in common culturally,
‘while deep-rooted political suspicions remain imbedded between
China and its neighbours India and Russia. They say their
economicbases are different: Brazil's is agricultural, China's,
‘manufacturing, Ru commodities, and India’s, outsourcing,

But what has brought them together is one common interest -
the search for alternatives to the US dollar as the global reserve
currency and, with it, their opposition to the domination of the
global financial order by a single nation.

The Bric meeting may only be a beginning but it represents a
fundamental shift in our global financial system. It showed that
countries with different values and systems can put aside those
differences and work to solve a problem in innovative ways.

‘I‘aurenu Brahm is a global activist, international
mediator, political columnist and author. For more
Information see www.laurencebrahm.com





