Currency Colonialism

It took we Europeans some 200 years to work out that exercising power over other people’s countries was not a good idea. We were amazed and disbelieving at their violent reaction to what we considered our benevolent and life-enhancing rule. It took us hundreds of years and hundreds of lives to learn a basic lesson: people value their freedom. Sadly, it seems it has taken us only 50 years to forget it again.


Iraq is the most obvious and most talked-about example of the new imperialism. Few citizens in a continent old enough and grown-up enough to remember the liberation struggles of the middle of the 20th century are convinced by the official version of the war on Iraq. We are aware both of the fact that this war was about a valuable resource(oil(and that now that the war is over that resource will be controlled neither by the people of Iraq nor the people of the USA but by a small number of US-based oil corporations.

Here we see clearly what distinguishes the new imperialism from the old. Although much of the pioneering in the field of empire-building was by companies like the East India Company and de Beers, the first time we went out to buy up the world ‘we’ were operating as nation-states. This made little difference to those on the receiving end of cold steel or hot bullet, but it did mean that the activities of the more enthusiastic young Nabobs were at least discussed in the halls of power here at home. The corporate colonialists of the 21st century face no such restraint. Only one principle guides their far-flung endeavours: the profit motive.

In fact, of course, the distinction between ‘old’ and ‘new’ imperialism is rather an invidious one. The majority of the countries of the world(the less important ‘uncivilised’ ones, where people have darker-coloured skins and therefore don’t count for as much(have never really enjoyed freedom. This is largely because they had the poor judgement to decide that left-wing politics would serve their interests better than right-wing politics. In what we patronisingly referred to as Indo-China this led to a bitter 20-year war between local guerrilla armies with communist sympathies and the forces of freedom represented by the USA. It is no surprise that so little has been made of the recent 30-year anniversary of the ending of this bloody conflict in the West. Vietnam is just the most prominent example(from Angola to Argentina, almost, we might say, from Kut to Khandahar, the USA fought proxy imperialist wars throughout the second half of the 20th century.

Although it is a murky tale, the secret CIA operations and the twisted routes for money and arms to some of the world’s most unpleasant and corrupt strong men were not the most subtle of the US’s operations during this period. Behind the scenes and away from the journalists’ cameras they were waging an even more deadly economic war. The figure shows the growth in developing country debt from 1971 to 1997. It is no coincidence that these debt figures are always denominated in dollars, because they were created by US banks and loaned in US dollars. Now representing far more than the annual income of most of the countries involved, they can never be paid off. Hence through its currency dominance of the global economy particularly global trade, the US has effectively come to own the world.

Never slow to see a chance to make a profit, the corporations have suggested a solution to the intractable problem of world debt. According to Maude Barlow, chair of the Council of Canadians speaking at the recent World Social Forum in Porto Alegre, the international water corporations are moving in to control one of Latin America’s most basic national resources, which they are forced to sell to repay just the interest on their massive debts. She called these companies ‘the most ruthless, the most heartless and the most greedy’ of the multinationals; they now control water distribution in much of Latin America.1 The US’s next move in this strategy to buy the world with currency rather than fighting for it is their proposal that international law should recognise a form of state bankruptcy and that, by analogy with the bankruptcy of corporations, 'creditors' of those countries should be allowed to pick up their assets. This is, of course, an intellectually bankrupt position. The land and assets of countries belong to the people of those countries via the concept of sovereignty; they are not based on some temporary legal ownership as are the assets of corporations, which change leadership and ownership for legal or PR advantage.

Worse still, the US can control the value of economies and their level of indebtedness. The so-called financial crises of the Asian Tiger economies followed by Russia and Argentina were not the result of economic fundamentals or mismanagement. International investment hedge-fund managers deliberately targeted one economy after another to destroy the potential competition and then to be able to walk in and pick up their devalued assets for a song. If this smacks of conspiracy theory try checking out the real economic indicators of these economies. None had a debt-to-GDP ratio higher than the 60 per cent the ECB imposes on eurozone countries, and which France and Germany find it impossible to keep to.

So how is it that in the world of global finance some countries are more equal than others? The answer lies in the way that imperialist nations are now controlling the global economy through the system of reserve currencies, particularly the dollar which has dominated world trade since Bretton Woods. In this new form of corporate colonialism currency is used as the weapon in the war to control the world.

But how is it that the poorer countries of the world have come to find themselves in America’s back pocket? It was no historical accident, nor, despite determined propaganda to the contrary, was it a consequence of the fecklessness of the people of these countries or the corruption of their politicians. The structures to determine the nature of the world economy after the Second World War were put in place at conferences held in the USA at Bretton Woods in 1944. This is where the World Bank, the General Agreement on Tarriffs and Trade (GATT; now replaced by the WTO) and the International Monetary Fund were created in what we often assume was an atmosphere of post-war harmony and enlightenment. This is far from the case: there was ferocious argument about how these institutions should work, and about how their operation would impact on the global economy of the future.2

As the two major economic and political players, Britain and the USA both drew up proposals for how the institutions should function. Britain’s delegation, led by J.M. Keynes, saw the objective of the system of organisations as primarily the prevention of war, which grew out of global imbalance between nations. Agreed this really only applied to white-people’s nations, but it still had some basis in a commitment to the common good. By contrast the US proposals were intended to create a competitive system whose rules ensured a competition based on strength of currencies. Given the fact that the dollar was the overwhelmingly dominant global currency even at that stage, and that possible rivals would be spending the foreseeable future rebuilding their infrastructure and paying back loans to the USA, there could only ever be one winner. The history of the world economy since the end of the Second World War makes it clear whose side won the argument.

Perhaps we can excuse the European negotiators, exhausted by a six-year war on their soil, feeling the strain of their colonial responsibilities, embarrassed and ashamed by their responsibility for the horrors of Nazism. It has taken them 50 years to respond with a counter-proposal but it has now emerged. Tired of US currency dominance, and the political and military dominance it brings in its wake, Europe has decided to fight for its share of the action. To bring into play its own currency to rival the dollar on the global economic battlefield. It seems that within its own terms this move may have some success: Cuba has switched to the euro for international trade, while OPEC is discussing the possibility of denominating world oil prices in dollars.3 The powerful and growing economies of Russia and China are also working their way around US currency imperialism: from this year they will be settling their external accounts in rubles and yuan.4

The idea for the euro emerged from the European Roundtable of Industrialists, a private club of the leaders of Europe’s largest corporations and the closest thing I’ve yet seen to proof of an economic conspiracy. Rather than creating a global trading currency whose objective is a balance of trade between nations, the euro will simply ensure that some proportion of the debts that cause the 15 million children’s deaths in developing countries every year will be denominated in euros.5 A far cry from the ideological image of the proud global currency rivalling the dollar on the world stage.

And there are no prizes for guessing which countries will begin to trade in euros. Our new currency will ensure our ability to buy up our former imperial possessions for the price of some money we have ourselves created. Given that the euro has such an unappealing provenance it is depressing to find some development economists representing it as a solution to the dollar oppression of the poorer countries of the world.6 While a removal of the US currency monopoly can be welcomed, we should be aspiring to a fairer system of international finance rather than muscling in to a corrupt and destructive marketplace.

In this regard the UK could play a unique role. While the euro is now holding its own as a global currency it does not have a financial centre worthy of the job: European business still favours London. But the UK is still outside the Eurozone, with its Chancellor and its citizens determined to keep it that way. Campaigning to keep Britain out of the euro will block the path to the dollar-euro battle to be responsible for the poverty and underdevelopment of the developing world. And give us an opportunity to argue for a fairer system of world trade based on the balance between national economies that Keynes suggested at the Bretton Woods negotiations  nearly 60 years ago. No wonder the pro-euro apologists (Will Hutton with his World We're In being the foremost example, lately joined by George Monbiot--see Guardian 22 April, p. 19) are so keen to persuade us of our noble mission of producing a currency to rival the dollar and to demonstrate its moral failings.

Perhaps I am too suspicious to associated the highly revisionist view of Empire presented by Niall Ferguson in his Channel 4 series with the necessary ideological creation of our image of ourselves as benevolent currency imperalists. Preening himself in locations from Kut to Khandahar and beyond, Ferguson informed us that it was Britain that made the modern world, and that if we like its gadgets and convenience we should thank the British Empire for them. I tend rather to Simon Schama’s view of history and his memorial to the millions who died in Ireland and India while we were exporting basic foodstuffs from those same countries to turn a profit. The new currency colonialism guarantees that this process finds its modern incarnation in the fresh vegetables presently on sale in supermarkets that were grown in the countries of sub-Saharan Africa that are experiencing famine. For those with a moral conscience the arguments about currency should have as their first aim the ending of that particular scandal.

Figure 1. External Debt of Developing Countries: 1971-19977
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