BRICS' INITIATIVES

ForR ALTERNATIVE
PAYMENT INSTRUMENTS

AGAINST GLOBAL
HEGEMONY

DR. ILYAS BALCI



BRICS’ Initiatives for Alternative Payment
Instruments Against Global Hegemony

Dr. ilyas BALCI



PALET YAYINLARI ®
YAYIN NUMARASI: 892

T.C. KULTUR ve TURIZM BAKANLIGI SERTIFIKA NO: 44040
ISBN: 978-625-5603-17-3

BRICS’ Initiatives for Alternative Payment Instruments Against Global Hegemony
Dr. Ilyas BALCI

Haziran 2025

www.paletyayinlari.com

bilgi @paletyayinlari.com

Mimar Muzaffer Mah. Rampali Cars1 No: 42 Meram / Konya
Tel: (0332) 353 62 27

Dizgi-Tasarim: Palet Grafik

_I' Baski: Sebat Ofset
dIL Fevzi Cakmak Mah. Hac1 Bayram Cad. No: 57 Karatay / Konya
vavineam | Sertifika Numarasi: 74481




BRICS’ Initiatives for Alternative Payment
Instruments Against Global Hegemony

Dr. ilyas BALCI






TESEKKUR
Sabriyla, anlayisiyla ve sonsuz destegiyle daima yanimda olan kiymetli esim
ve varligiyla bana gii¢ veren sevgili oglum Aslana da minnettarim.






CONTENTS

CONTENTS . tutttetetetstetstee st ere s tee st sae s be e s sa e sbe s b e e sbe e s b e s sbenesbesesbesessanssbenesbenessensssanans 7
OZBL ettt ettt sttt ettt r ettt saen 11
ADSTIACE 1.ttt et s b ettt eetn 12
LIST OF ABBREVIATIONS ......covtitiietiirieteestsrestsrese e stssestssesssbesessesessesessessssesessesessesassensesen 13
LIST OF FIGURES .....c.cotttiteteerteietetestsie ettt sttt ese st be sttt be st bt sbe s se e eneasnan 14
LIST OF TABLES ..ottt ettt sttt s te e s te s e e sbe e st e e s aa e s ba e satessaaesbeesaneanseesnsaesnseens 15
INTRODUCTION......eticteeeteicite st ettt et e steeseessteessaeesaeessseesateasseessbeesasesssnesnsesssseanseesnsassnsenns 17
METNOAOIOZY ....vevietieieeteetece ettt e et e besae e be et e s besbebesbesensensanean 22
RESEANCH QUESTIONS.....c.iieviieiiieirieirieeste sttt ettt sttt be e ste s be e saa e esan 24
HYPOTNESES ...ttt st s ae st e st e b et et e s e naennanean 25
LIMIt Of CONTENT...c.eiiieiiieicieeree ettt ettt st ae e enas 26
LItErature REVIEW .....co.coueeuiriirieieieieieteee ettt 26
Theoretical and Conceptual FramewWork.........cccecveeeieeeeeereneeeseses e 34
HEZEMONY ...ttt s 34
Gramscian Approach to HEZEMONY........cc.cveieieueeeeeeeeeee ettt ae s 38
Neo-Gramscian Hegemony Approach and Robert CoX........cccuvvneeenesiesieciereennee. 39
Hegemonic Stability TNEOIY ......ccevveceieeeeee e 40
Realist Hegemony APProachi..........cccceeieceeeeeeeees et 43
Neo-Realist Hegemony APProach.........cccececeeceereeceeeeieeeneseseseseseseeseessessessessenes 46
Clarification of the Concepts of Hegemony and Dominance.........ccccccceevevvervennnnen. 47
Power Transition TREOIY ......cccoeverieirierireireeseenert ettt 48
Power Transition, BRICS, and the Shift in Global Economic Order.........ccceueeuene. 50
Hegemon’s Strategies to Prevent Rising or Potential Rivals...........ccccceevevenenneee. 51
INtErNAtiONAl OFAEI(S)....cceeuiereereerieteeteeteete ettt ettt ettt be st b s b e s eae 52
Industrialization and HEZEMONIC POWET ........cc.ccueveeeeeeeeeeeesestesese et 52
Distribution of Power and the Rise of Challenger .........ccccceoevvveveeivsevececeeeee 53
Overview of Critical and Classical International Political Economies..................... 56
WOrld SyStem ThEOFIES .......oveirueirieieieeetcre et 58
Wallerstein’s Modern World-System Theory.........coeevrevnennennenneeneeeeenes 58
Modelski’s Long Cycles Theory and the World Power Context............cccceueueeee. 61
Chapter SUMIMAIY ..c..oieieieieeceeeeee ettt ettt e e et e e eaeeseeasebeeteesesbesbesessensensanean 64
GLOBAL HEGEMONY iN PRACTICE......ccceertrteirrenisriesieessessesessesensssessesessssessssensssensesensesens 66
Previous DOMINATIONS ......ccceieiierieeeee et s 67
BritiSh HEZEMONY ..ottt sttt a e eneen 67
Legacy Of ColoNialism .........coueuerieirieiieieie ettt 69
INAUSEriAl REVOIULION ..ottt sttt n 71
London as Financial Center of the WOrld..........cccveverevnennecinieccnecseeseeseesveeeeas 72
The US HEZEMIONY ..ottt te ettt e e aeeaeeseeseebeebesbesbessasbessessensansens 73
Measurement of The US Hegemony with Financial Indicators...........cccceeveevevieiennnnen. 80
Currency Composition of Official Foreign Exchange Reserves...........ccooeeveeevievvenenen. 80
Index of International Usage of USD ........cccccueieireeeeesesececese ettt 84
Development of the US HEZEMONY.......ccecieieieireeeeeees et 85
World Wars, Europe as Debtor and The US As Net Creditor.........ccoccevvvenerereereennene 85
The GOld STANAAId.......ceeeeeeeeeeecesese et a e e e e e ens 89

Bretton Woods SYSEEM ........ooue ettt ettt st e rs 89



8 | BRICS’ Initiatives for Alternative Payment Instruments Against Global Hegemony

International Organizations Supporting the Global Hegemony..........ccccccevevievennenen. 91
Chapter SUMIMAIY ..c.uoieicieieteeeeeee et ste ettt et a e resaesse st e ssessesse s ensensensenean 92
ASSESSING THE POTENTIAL of BRICS’ to CHALLENGE GLOBAL FINANCIAL HEGEMONY: A
POWER TRANSITION THEORY PERSPECTIVE.......tiiteeieecieecieeee e e eereeete e ssveesveesaeenneas 95
Motivations Behind the Initiatives of Alternative Payment Instruments .................. 95
Desire for More Benefits from the International System........ccccceevnevncincicnenene. 96
FOr SOVEIIGNTLY ..viiiiieiriiiieseee e 97
For Currency Mismatch Problems .........cc.ccucveieicieieececeeeee ettt 98
BRICS COUNTIIES ...ttt ettt et se e st e e et sae e aesse e b e sanenbeas 100
Institutions and Arrangements of BRICS ..........ccceveiiveienecerieseeeeeeee e 101
New Development Bank (NDB) .......ccccceeereeeeieenesesesestesseee e esseeesse e sseses 102
Contingent Reserve Arrangement (CRA)........ccoevereeeeerierireeeresereseeseeesssees e seesenens 103
Annual BRICS Summits and Declarations .........c.cceererenienienienenieeeenesesese e 103
Capacities of BRICS in Power Transition Theory Context.........c.cceceevrrereriererenennenens 104
BRICS’ Population and Land Ar€a ..........cccceeeeeeeeeeieeesiesiesieieeeee e 104
Economic Structures Of BRICS.........ccuvueireereienieinieesieesieesieesiesessesessesesseessesessenens 106
POlitical EffiCIENCY ...cveiveeiieeie ettt 115
Methodology for Measuring BRICS’ Power Transition Potential ..........ccccceevvevveeennnee. 116
Assessment of BRICS Members’ Power Transition Potential ..........ccccoeevirenernenee. 119

Comparison of Power Transition Potential Among BRICS Members...........cccceeerrennee. 129
Chapter SUMIMAIY ....cueeuiieeeeecces ettt et see et e st st e et e e e s e e e e e seeseereesesressensenes 130
BRICS’ INITIATIVES for BILATERAL ALTERNATIVE PAYMENT INSTRUMENTS................ 131
Bilateral INStrUMENTS......coiiierieieteeee ettt sae s ae st ae e 131
Agreements on National Currency Usage in Bilateral Trade .......ccccoeevrirerencrnennne 132
BIAZIl cevveetetiietiie ettt et et ettt a et et e e be e eranees 134
RUSSIA .ttt ettt sttt et s b et e e at e b et e sae e b e sae e b e e e enbeeas 135
Agreements With ChiNa.......cc.cceeeieeeieeeeee et 135
Agreements With INdi@ ..o 135
Agreements With TUIKIYE .....c.ccvecveeeeeeeeses et 136
Agreements WIith Iran ... 137
Agreements With BEIarus .........coceveereinieinieinecere et 137
Agreements with Kazakhstan.............cccovoeeieeiiececcceeeeee e 138
India140
Agreements With RUSSIA......ccuccveieieeeieiceceeese et ese e aens 140
Agreements with United Arab EMIrates.........cccceeevevieiesieceeeeseeeeeeesee e 141

Agreements with Malaysia
Agreements with Maldives

Agreements WIth RUSSIA.......ccccuiiiiiieiiecice ettt e e
Agreements With SOUth AfriCa ........ceceeiieeecce e 145
Agreements With Brazil ..........cc.oecveeeieieneceees ettt 146



BRICS’ Initiatives for Alternative Payment Instruments Against Global Hegemony | 9

Agreements With Argentina .........cccceeeeieeeeieeiie et se st eaens 146
Agreements With TUIKIYE .....c.ccveveeeeeecesee e 146
Agreements With Malaysia.........ccccveeeerenesineses e e 147
Agreements With INdONESIA ........cceveerrririeiireeee s 147
Agreements With SOULh KOreq ............uouoeeieiiesiesesesececeeeeeeee e naens 148
Agreements With PakKiStan ..........cccoeoveineinieinereeeeeeseese s 148
Agreements with United Arab Emirates and Zambia..........cccceceeevereincenecnnnne. 148
AgreemMeNnts With LA0S.......c.ccucieieieieeeeceeteee ettt e et aesreetans 149
Agreements With Kazakhstan.............cccoovoeeiiiiececcieseeeee e 149
SOULN AFFICA ..ttt sttt st e bt e be st ns 151
Overall Analysis of BRICS Member’s Local Currency Usage Initiatives..................... 152
Bilateral Currency SWap ABre@mMENTS........ccceeeererieriereerienieneereeseeeeeeeeeeesseseesseseeses 153
BIAZil vttt ettt et ae b aesaenbe st e 154
RUSSIA .ttt ettt sttt et s b e et e at e b e et e sae et e sae e b e eanenbeeas 155
India156
CRINA ittt a et e ket e be e e ta e 159
SOULN AFFICA 1ottt ettt ettt a et ns 162
Overall Analysis of BRICS Member’s Swap Initiatives..........ccceeevvevieceeceeceeceseseseseenes 163
Chapter SUMIMAIY ..cveiveieieieieeeeeee ettt e ste s e s e st et e s e e e e e e e eseesessessessessesaensans 165
BRICS’ INITIATIVES for MULTILATERAL ALTERNATIVE PAYMENT INSTRUMENTS........ 167
Central Bank Digital Currency (CBDC)........ccceererirueueuenenirieeeniestsesieseenesieseeeseseesenene 167
Distributed Ledger Technology (DLT) and CBDC ..........cccceveeeveereeeeeenesreereerenen 170
BIAZIl ..viteviieieieesie ittt s b e bttt b et e e e be e naenees 171
RUSSIA ettt sttt st s r e e e e ne s 172
1T - OO OO OO OO OTOORRPRRSRPRRR 173
CRNG .ttt st b e bt be e ene 174
SOULN AFFICA ..ttt sttt st b et be e 178
Overall Analysis of BRICS Member’s CBDC INitiatives...........ccceeververerenenenininenenenneenne 179
Alternative Cross-Border Financial Messaging SyStems..........coecevveerenenenerienereenennenens 180
SWIFT as Key Institution of International Money Transfer System...................... 181
The USA’s CoNtrol OVEr SWIFT .....cvveieieirieiriecseeesieesie st essesessese e e ssesessesessens 182
CHIPS as the Second Key Institution of International Money Transfer System ..186
CHIPS' Role in the US HEZEMONY ......c.cceeueeieerieeeere et 187
BIaZIl ..veueeveieieteee bbbt st b e b ae e 188
(011 - TSP RO 189
RUSSIA . ettt ettt et ettt b e st s a e e s st e be st e be et e be e b e s ae e neeas 194
NIt sttt et ettt et et aeea s ae b benbenten 195
SOULN AFTICA . cueeteeeeieeeitetee ettt sa e e et e e be e ba st e e ebenaesanans 196
COlIECLIVE: BRICS PAY .....ooiriiirieisietsietsiesesiestese st tee st e ssesasse s b s se st ssessssassssensssessesansons 196

Overall Analysis of BRICS Member’s International Financial Messaging Systems
INITIATIVES ..t r ettt s re b s s e e n e

Chapter Summary

Empirical Findings, Assessment and Comparative Analysis of BRICS .........c.cccceeeeruence 201

Evaluating and Testing Power Transition Theory Through BRICS’ Financial Challenge to
(€] Fo] o =1 I 5 T=T={<T ' Vo 0 1 2 USSR 207

CONCLUSION
Policy Implications for TUIKIYE........cccueieieeeeeice ettt et 212



10 | BRICS’ Initiatives for Alternative Payment Instruments Against Global Hegemony

Policy Implications for BRICS .........cc.cueieieieeeeees ettt et sne s
Future Research Recommendations
REFERENCES ..o vietiiteeteeteeteeteteeee e eae e eteetsssesbeetssae st esenseneensenssnssnsensesessessesseesssseseen




Ozet

Bu calisma, kiresel finansal hegemonya karsisinda kurucu BRICS tiyelerinin
(Brezilya, Rusya, Hindistan, Cin, Gliney Afrika) gelistirdigi finansal mekanizma-
lar;, Organski'nin Gii¢ Gegisi Teorisi izerinden analiz etmeyi amaclamaktadir.
Calismada nitel ve nicel arastirma yontemleri bir arada kullanilmugtir. Stireg iz-
leme, icerik analizi ve arsiv taramast gibi yontemler uygulanarak BRICS tilkeleri-
nin 2009-2024 yillar arasinda gelistirdigi finansal araclar degerlendirilmistir. Ay-
rica, Ulkelerin Merkez bankalari, bakanliklari, Uluslararasi Para Fonu (IMF),
Diinya Bankast ve Diinya Ticaret Orgiitii (WTO) gibi kuruluslarin veri tabanla-
rindan alinan resmi veriler kullanilarak istatistiksel analizler gerceklestirilmistir.

Bu calismada BRICS tilkelerinin kiiresel finansal hegemonyaya karsi meydan
okudugu su dort temel arac arastmilmustir: Ikili ticarette ulusal para kullanimi an-
lagmalari, merkez bankast dijital para birimleri (CBDC), ikili para takas anlasma-
lar1 ve alternatif sinir Gtesi finansal mesajlasma ve transfer sistemleri. Ulkelerin
anilan girisimlerine katilim diizeyleri, olusturulan standart bir 6lgek araciigiyla
karsilastirmali olarak degerlendirilmis ve Gii¢ Gegisi Teorisi ve bu teorideki mey-
dan okuma beklentileri ile uyumlari test edilmistir. Bu arastirmaya gére, Cin en
aktif meydan okuyan tlke olarak 6ne cikarken, Rusya, Brezilya, Hindistan ve
Glney Afrika da kendi finansal bagimsizliklarini artirmaya yonelik gesitli seviye-
lerde adimlar atmustir. Ayrica, galismayla Guig Gegisi Teorisi'nin glinimtizde hala
gecerliligini korudugu, yapilan teori ve pratigin karsilastirma yontemiyle test edil-
mesi sonucunda ortaya ¢ikarilmustir.

Sonug olarak, BRICS tilkeleri, alternatif 6deme sistemlerini yayginlagtirarak
bati merkezli kiiresel finansal sistemine bagimliliklarini azaltmaya calismaktadir.
ABD hakimiyetine karsi yiirtitiilen bu girisimler hentiz kiiresel finansal sistemi
kokli bir sekilde degistiremese de gelecekte BRICS tilkelerinin is birligini artirarak
daha etkili sonuglar elde edebilecegi, finansal bagimsizliklarini artirabilecekleri;
yaptgi girisimlerin ise diger Ulkelere 6rnek tegkil edecedi de@erlendirilmektedir.
Bu yonuyle calisma, BRICS tilkelerinin alternatif 6deme sistemlerine dair siste-
matik ve glincel bir analiz sunarak literattirdeki 6nemli bir boglugu doldurmakta-
dir. Ayrica, Turkiye'nin de benzer finansal araglart benimsemesi durumunda fi-
nansal egemenligini artirabilecegi ve cok kutuplu diizende daha etkin bir aktor
olabilecegdi yontinde politika énerilerine yer verilmistir.

Anahtar Kelimeler
Kiiresel Hegemonya, Alternatif Odeme Sistemleri, Uluslararast Politik Eko-
nomi, Kiiresel Finans
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Abstract

This study examines the initiatives of alternative payment instruments devel-
oped by the founding BRICS members (Brazil, Russia, India, China, South Af-
rica) to challenge the hegemony of the US-centric global financial system through
Organski’s Power Transition Theory. Mixed-method research approach has
been employed in this study. Process tracing, content analysis, and archival re-
search have been applied to evaluate the financial instruments developed by
BRICS countries between 2009 and 2024. Additionally, statistical analyses have
been conducted using official data sources such as central banks, ministries, and
international institutions such as the International Monetary Fund (IMF), the
World Bank, and the World Trade Organization (WTO).

This study investigates four primary financial instruments that BRICS coun-
tries utilized to challenge global hegemony: national currency usage in bilateral
trade, central bank digital currencies (CBDCs), bilateral currency swap agree-
ments, and alternative cross-border financial messaging systems. The level of
participation of the countries in these challenge initiatives was comparatively as-
sessed using a standardized scale, and their alignment with the challenge expec-
tations of Power Transition Theory was tested. According to the findings, China
has emerged as the most active challenger, while Russia, Brazil, India, and South
Africa have also taken significant steps to enhance their financial independence.
By comparing theoretical assumptions with empirical findings, this study con-
firms the validity of Power Transition Theory in the context of the contemporary
global financial landscape.

In conclusion, BRICS countries aim to reduce their dependence on the West-
ern-centric global financial system by expanding the use of alternative payment
systems. Although these initiatives have not yet fundamentally transformed the
global financial order, increased cooperation among BRICS countries in the fu-
ture could lead to more effective outcomes and greater financial independence.
In this respect, the study fills an important gap in the literature by providing a
systematic and timely analysis of BRICS countries’ initiatives regarding alterna-
tive payment systems. It also presents policy recommendations suggesting that
Tirkiye could enhance its financial sovereignty and become a more influential
actor within the emerging multipolar global order by adopting similar financial
instruments.

Keywords
Global Hegemony, Alternative Payment Systems, International Political
Economy, Global Finance
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INTRODUCTION

The prevailing international order has existed for almost a century. It has
many financial, political, commercial, economic, social institutions (like
IMF, WB, UN, WTO etc.) which steer the world. Such institutions are under
the guidance of a hegemon. There has been a growing number of quests for
alternative money against the global hegemony of the USA by varying coun-
tries since the third quarter of the 20th century. BRICS1 countries have al-
ways been the pioneers of such quests in the world since they are located at
“the other pole” of global hegemony.

In the hegemonic international payment structure, cross-border pay-
ments have been made through a correspondent banking system in which
international transactions are slower, costly and complex. Corresponding
banks are intermediary financial institutions serving two or more banks lo-
cated in different countries. Correspondent banks charge transfer, settle-
ment and currency exchange fees. Such services are costly, time-consuming
and complex for both sides. In such a system, US Dollars are inevitable ne-
cessities of both sides making international transfer or commerce. Such ne-
cessity both increases US hegemony over the world and increases the value
of USD due to the global demand. Moreover, it provides the US with costless
seigniorage revenue for decades. Such system also undermines other coun-
tries” ability to make international commerce freely and efficiently. The priv-
ilege in question provides the US with the ability to use such system as in-
strument of punishment against the sides which do not act in accordance
with the way US demands or gets benefited. Such system makes the other
countries dependent to the US as long as they want to stay inside the inter-
national system to continue international commerce (Orcutt, 2023).

Challenging a global hegemonic system which has existed for almost a
century can not take place with conventional methods developed or used by
hegemon itself. Furthermore, such a challenge can not even take place
within the platform established and ruled by the hegemon itself as well since
hegemon sets the rules of the game itself for its own interest. In such an
environment, challengers can not go further other than obeying the rules of
the hegemon. No participant can challenge effectively in a game where the
rules are designed for the benefit of a single center, and where no partici-
pants have any influence on the formation or the change of rules. Therefore,

! "BRICS" corresponds to the abbreviation of following country names: Brazil, Russia, India,

China, South Africa. For the detailed information, see the relevant title in previous chap-
ter.
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an alternative, unusual, unconventional, cheaper, easier and modern
method or platform is the best and most suitable environment for the chal-
lengers to realize their potential. There are many initiatives suitable to the
aforementioned issues.

Obedience to such an international system can be explained with “heg-
emonic Stability Theory (HST)” which was explained in the previous chap-
ter. In short, HST advocates that international political and economic order
and stability can only survive under a certain hegemon or an actor with a
predominance of world power (Webb & Krasner, 1989, p. 183). Countries
must obey the rules of hegemon to stay inside the international system.
However, such obedience diminishes sovereignty in addition to the extra
costs they must bear. Sovereignty is “totally autonomous state power” (I.
Wallerstein, 2004, p. 42). Such obedience diminishes countries’ autonomy
(since they can not give autonomous decisions, they need to regard and obey
the rules and interests of hegemon), so does their sovereignty.

When obedience to the prevailing international order’s rules crosses the
line and becomes unbearable in terms of sovereignty and economic effi-
ciency, countries seek alternative ways of establishing a new system which
is easier, cheaper and unharmful to their sovereignty. With the enhance-
ments in technology and globalization, countries become more aware of the
best practices, and they act together more in the way of increasing their ef-
ficiency and sovereignty in international system. Many initiatives have taken
place so far by many countries. However, this study will cover only the most
serious ones in the world. Such seriousness and collective action conscious-
ness are seen mostly in BRICS countries which are the most effective chal-
lengers to the global hegemonic system, and they compose the country cases
of this study.

In 2001, a single article ignited the spark of a worldwide bloc of rising
states challenging the global hegemonic system that has endured for more
than half a century. Jim O’Neill, a Goldman Sachs economist, coined the
acronym “BRIC” in 2001 to describe the growing economic potential of Bra-
zil, Russia, India, and China (Asci, 2019; O’Neill, 2021, p. 6; Tett, 2010, p.
40). What began as a financial categorization based on projected GDP
growth soon turned into a political dimension, as these states shared their
increasing dissatisfaction with the Western-dominated global order. The
group’s transformation into BRICS with the inclusion of South Africa in
2011 marked a turning point from a market-driven concept to a geopolitical
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alliance. BRICS countries have since sought alternatives to the worldwide
hegemonic order in areas ranging from trade and development to finance
and monetary policy after their unification by their demand for a more equi-
table international system.

BRIC members have stated consistently their dissatisfaction from the
hegemonic international system since the establishment of their BRICS in
20009. It is the third article of the first BRICS (BRICS Information Centre,
2009) summit which declares that

“We are committed to advance the reform of international financial
institutions to reflect changes in the global economy. The emerging and
developing economies must have greater voice and representation in in-
ternational financial institutions, whose heads and executives should be
appointed through an open, transparent, and merit-based selection pro-
cess. We also believe that there is a strong need for a stable, predictable
and more diversified international monetary system.”

Napoleon Bonaparte underlines that “China is a sleeping giant, when
she wakes she will shake the world” (Zakaria, 2008, p. 87, 2011, p. 54).
China as the greatest GDP of the world underlines that cross-border pay-
ment is a matter of sovereignty, monetary sovereignty in particular (People’s
Bank of China, 2021, p. 5) Such countries are looking for alternative ways
against the coerced international system especially in the monetary area and
there are plenty of ways they initiate, which compose the essence of this
study.

Global hegemonic system can not resist this challenge forever. Indeed, it
has already begun to collapse. In the words of the IMF’s chief economist
Pierre-Olivier Gourinchas (2025), this collapse is described as the following:
“The global economic system under which most countries have operated for
the last 80 years is being reset, ushering the world into a new era, Existing
rules are challenged while new ones are yet to emerge.” Furthermore, he
underlines that as the US tries to protect its hegemony and resist challengers
through huge tariffs, the negative impacts of these tariffs on the US economy
are deeper and longer-term. On the other hand, as the Gourinchas (2025)
underlines China as the biggest challenging economy would be affected pos-
itively from the tariffs in terms of its inflation rate although its economic
growth expectations are also diminished at the similar level as the USA.

Tariffs negatively impact both the United States and China. However,
the high tariffs imposed by the United States and the resulting uncertainty
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have a deeper and longer-term impact on the U.S. economy. China is more
affected by the decline in external demand. In general, tariffs slow global
economic growth and reduce trade volumes.

With this regard, this study focuses on the transformation in the mone-
tary field initiated by the BRICS against the established order and explores
“the BRICS’ initiatives to construct alternative payment instruments to chal-
lenge the prevailing financial hegemony” between 2009 (in which BRICS
was established literally) and 2024 (in which this study was completed). In
this context, patterns of alternative payment instrument initiatives by the
founding BRICS members are the main component of this study and they
are analyzed in chronological and systematic way. In addition to their initia-
tives in practice, their oral literature (The BRICS Summit Declarations) is
the second main data set of this study’s. The reason behind analyzing these
instruments is related to the role the USD plays in sustaining the US’ global
hegemony. The dollar not only provides the US with benefits of prestige,
seigniorage, balance of payments flexibility, and policy autonomy, as well as
capital and exchange-rate gains (Norrlof, 2014, p. 1043), but also reinforces
its geopolitical power by enabling the enforcement of financial sanctions,
shaping international regulatory standards, and discouraging the develop-
ment of rival monetary systems. This political advantage transforms mone-
tary dominance into a tool of global governance and strategic coercion.

In this context, this study is entitled as “Initiatives for Alternative Pay-
ment Instruments Against Global Hegemony in the Context of Power Tran-
sition Theory: BRICS Countries”. The clarification of the definition of main
concepts, theories and discussions on hegemony and BRICS as union would
be helpful for the development of this study’s analytical foundation. There-
fore, this study begins with the theoretical and conceptual framework which
includes the main theories such as Gramscian Hegemony Approach, Neo-
Gramscian Hegemony Approach, Hegemonic Stability Theory, Realist He-
gemony Approach, Neo-Realist Approach, World Systems Theory, Power
Transition Theory etc. following the discussion of the methodology, unit of
analysis, limit of content, data sources.

The second chapter focuses on the historical evolution of global hegem-
ony in practice by analyzing the two leading cases in modern history: the
United Kingdom and the United States. While the British Empire held
global dominance during the 19th and early 20th centuries, the United
States obtained hegemonic status after World War II and has maintained
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this position to the present day. Thus, the focus of the second chapter is the
analysis and comparison of their hegemonic strategies and institutional
frameworks.

The third chapter builds the analytical essence for the main inquiry of
this study by assessing the power transition potential of BRICS members
within the framework of Power Transition Theory. It evaluates each mem-
ber’s economic capacity, population size, political efficiency which are the
primary components stressed by the theory as indicators of a state’s poten-
tial to challenge the existing hegemon. In order to provide a systematic as-
sessment of these factors, the chapter also presents the methodological
framework guiding the comparative analysis. It details the variables, criteria,
data sources, and coding strategy employed to ensure consistency and ob-
jectivity. With this regard, a comparative scoring model is developed to
quantify, compare, and rank the relative power transition potential of each
BRICS member. This model converts the theoretical criteria into measurable
indicators, which offers a structured and comparable evaluation among the
cases. Moreover, it serves as a critical bridge between the theoretical foun-
dation and the empirical investigation of BRICS’ practical initiatives of alter-
native payment instruments in their challenge to the global financial hegem-
ony, which forms the essence of the following chapter. The third chapter
also gives place to the motivations behind the initiatives of alternative pay-
ment instruments based on the empirical findings and discourse analysis
within the BRICS context

The fourth chapter composes the empirical core of this study by analyz-
ing the strategic and political dimensions of BRICS countries’ initiatives for
alternative payment instruments. In this context, it investigates the patterns
of the BRICS’ initiatives for alternative payment instruments against global
hegemonic order. These initiatives are evaluated through four main varia-
bles that reflect the most concrete actions in the monetary domain which
are

National currency usage in bilateral trade
Electronic Monies (CBDC)

Bilateral Currency Swap Agreements

Alternative Cross Border Financial Transfer System

Ll e

Such initiatives are vital for the challenge against prevailing global he-
gemony and compose the research area of this study. There are other varia-
bles or instruments such as barter and cryptocurrency used by the BRICS
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members. They are not included in this study due to fact that their usage
has been very rare, and their volumes have been so low to be investigated in
this study. Therefore, intense usage by the country cases has been the main
determinant in the selection of the variables in this study. On the other
hand, a standardized Scale of Participation is also employed in the compar-
ative analysis of this chapter to evaluate each country’s level of engagement
to each challenge initiative in order to obtain consistency and comparability
across country cases.

This chapter not only maps each country’s progress across these dimen-
sions but also offers an assessment from the perspective of political science
discipline in these monetary initiatives. It highlights how BRICS members
exhibit both convergence and divergence in their efforts to challenge the
prevailing hegemonic monetary system.

In addition to the empirical evaluation of each BRICS member’s engage-
ment with alternative payment instruments, the final section of this chapter
(4.6) tests the practical relevance and empirical validity of Power Transition
Theory through the BRICS case by comparing the theoretical power transi-
tion scores (developed in the third chapter) with the actual financial engage-
ment levels observed in this chapter. Through the comparison of theoretical
power potential scores with actual financial engagement levels, this section
explores whether the real-world actions of BRICS countries align with the
theory’s assumptions.

The fifth and final chapter of the study presents an integrated analysis of
the findings. It discusses the extent to which the practical actions of BRICS
countries align with the theoretical predictions of Power Transition Theory.
Furthermore, it identifies the academic and policy contributions of the study
to the fields of international political economy, monetary sovereignty, and
global financial governance. The chapter concludes with policy implications
for both BRICS members and Tiirkiye, and suggests paths for the future re-
search.

Methodology

Mixed method of analysis is deployed in this study to investigate the re-
lation between global hegemony and selected countries’ ventures for alter-
native monies. This study uses official quantitative data available in the da-
tabases of the relevant countries and international institutions such as In-
ternational Monetary Fund (IMF), World Bank, and World Trade Organiza-
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tion (WTO). It also utilizes process tracing (of BRICS members since un-
ion’s establishment in 2009 till this study was completed in 2004), content
analysis (of BRICS summits declared each year since 2009), archival re-
search (of each members’ SWIFT lines and bilateral agreements on the us-
age local currencies with other countries), and statistical analysis of patterns
of alternative payment instrument initiatives that each and overall members
of BRICS have achieved at multiple depths to analyze BRICS activities dur-
ing 2009-2024. In addition, comparative analysis is deployed among the data
of BRICS members’ initiatives.

2008 global financial crisis is the main spark of beginning of the chal-
lenges to the US-led global financial order. Following the crisis, many mo-
mentous and historic incidents have taken place. BRICS was established in
2009; China signed its first SWAP agreements2 in 2008 and continued
SWAP deals at tremendously high levels and so on. These developments are
crucial in the sense that they mark the beginning of an ongoing series of
challenges to the US hegemony. Therefore, this study takes 2009 and 2025
as the time interval of this study.

In the literature, global monetary hegemony is measured with “Currency
Composition of Official Foreign Exchange Reserves (COFER)” released in
the IMF’s official website in the literature (Bhusari et al., 2024; Eichengreen
et al., 2022). Therefore, COFER will be the main indicator in this study to
assess the level of global hegemony in the world between 1995 and 2024.

The main reason for the selection of BRICS countries (Brazil, Russia,
India, China, South Africa) as this study’s country cases is that they are the
most prominent actors in the long-standing pursuit of creating alternatives
to the hegemony of the US-centered payment instruments for nearly two
decades. Although there have been few other countries bearing the same
pursuit, the founding five BRICS members have both institutionalized their
resistance and challenged the establishment of BRICS as a union and with
their collective actions in addition to building a serious and reliable historical

A currency swap deal refers to an arrangement in which two national central banks agree
to trade their respective currencies. This setup permits one central bank to obtain foreign
currency from the other, primarily to ensure sufficient liquidity for its domestic banking
sector (European Central Bank, 2016). Within the BRICS framework, such agreements
have become crucial tools in efforts to create alternative financial pathways that lessen
dependence on the U.S. dollar—centric international monetary system. These bilateral
pacts allow nations to utilize each other’s local currencies in transactions, promoting trade
and investment without routing through the dollar. For the participating countries, cur-
rency swaps offer multiple strategic and economic benefits.
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background to be investigated. These features of the founding BRICS mem-
bers justify their selection as the focus of this study.

BRICS countries (Brazil, Russia, India, China, South Africa) are the se-
lected country cases of this study since they are the most prominent figures
standing against global hegemony (Ozekin & Sune, 2023, p. 410). The
timespan of this study covers the duration between 2009 (in which BRICS
institutionally established) and 2024 (in which this study was completed).
The countries therefore are examined in the context drawn above.

In this research, different variables (National currency usage in bilateral
trade, Electronic Monies (CBDC), Bilateral Currency Swap Agreements, Al-
ternative Cross Border Financial Transfer Systems) are measured, compared
and analyzed. Using different scales for different variables would cause con-
fusion during the comparison of different variables.

In order to acquire coherent, meaningful and comparable data, the fol-
lowing scale of participation table is deployed in the measurement and com-
parison of each variable. The scale of participation provides this study with
the ability to compare and analyze different data obtained from different var-
iables in a single table with the same measurement units.

Table 1: Scale of Participation
Phase Description
Countries which are not researching, testing,

(gi (1)'1te11‘1;1) 0 Non-Participants or using the relevant financial instrument.
Use Countries which are researching and testing
1 Experimenters the usage of relevant instruments on a limited
scale. (e.g. pilot projects)
Low Level Participa- Cour{tries which are implementing the rele.z-
2 vant instrument by small part / few of their

tion .
population or counterparts.

Countries where the relevant instrument is
Moderate Level Par- | utilized by a significant portion of their popu-

Ge:;ral 3 ticipation lation or counterparts, but not yet predomi-
Use nant in general transactions.
Countries which are implementing the rele-
4 Advanced Level Par- | vant instrument at most of their general trans-
ticipation actions by their general population or counter-
parts.

Research Questions

To what extent do BRICS countries challenge U.S. dollar hegemony
through the development of alternative payment instruments? This ques-
tion addresses an important concern for international political economy
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which is how global power is structured, maintained, and contested through
financial mechanisms. The dollar provides the US the ability to shape inter-
national trade, to apply financial sanctions against countries threatening to
its interests and to continue its dominance over international financial insti-
tutions like the IMF, as well as global capital markets. By focusing on BRICS’
efforts in developing alternative payment instruments, this study examines
whether these countries have moved beyond stating their dissatisfaction
with the current global monetary order led by the US and actually have the
potential to undermine and restructure it.

This study, in this context, investigates the patterns that emerge in
BRICS countries’ initiatives for alternative payment instruments against the
US’ financial hegemony and the similarities and difference among these pat-
terns. It asks which instruments are most and least preferred by the chal-
lengers.

Through this analysis, the study focuses on one of the most important
aspects of current power transition, that is the international financial sys-
tem. However, it is tied to broader questions of political science on hegem-
ony, sovereignty and changes in the global order. To this end, the study tests
the Power Transition Theory and asks whether BRICS members have the
potential to challenge the US global hegemony. In other words, does Power
Transition Theory adequately explain the BRICS members’ initiatives for al-
ternative payment instruments against global hegemony? To what extent do
the practical patterns of these challenges align with the assumptions or pre-
dictions of Power Transition Theory? These questions directly engage with
current debates on the future of global governance, the US’ role as a global
hegemon and a rising multipolar world.

Hypotheses

Throughout the study, the following hypotheses are tested with different

variables:

1. There has been a challenge by the founding BRICS members against
the US’ financial hegemony to create alternative financial payment
instruments since the global recession of 2008.

2. BRICS countries are making systematic initiatives to affect and
change the existing global hegemonic monetary structure.

3. The challenge initiatives of founding BRICS members have solidar-
ity, cooperation and coherence among members against the global
hegemonic structure in monetary field.
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4. BRICS countries increased their quests for alternative payment in-
struments as the global hegemony diminished.

5. The Power Transition Theory still preserves its validity in the 21*
century in terms of emergence of challengers.

6. The practical patterns of BRICS members’ challenge in developing
alternative payment instruments validate/support the Power Tran-
sition Theory’s expectations/assumptions regarding with chal-
lenger/s in the 21% century.

7. China is the dominant country among the BRICS countries in terms
of their steering and challenge.

Limit of Content

This study is comprised of the initiatives of alternative payment instru-
ments by BRICS countries against global hegemonic financial order. The
quests researched in this study are BRICS members’ initiatives of national
currency usage in bilateral trade, electronic monies (CBDC), bilateral cur-
rency swap agreements, alternative cross-border financial transfer systems.

The number of BRICS members may increase in time. However, this
study deals with the founders, essence or core countries of the BRICS which
are Brazil, Russia, India, China and South Africa which are the members.
Therefore, further members of BRICS are not composing the research area
of this study.

Furthermore, the main data of this study comprises the BRICS’ coun-
tries’ quests for alternative money against global hegemony between the
years of 2009 (the establishment year of BRICS and 2024 (in which this
study was completed.) BRICS countries might have initiated individual
quests for alternative payment instruments outside the specified time inter-
val. However, such initiatives can not be evaluated in this study due to the
research content limit of this study.

Literature Review

This section provides a critical review of the existing literature on the
fields such as global financial hegemony, alternative monetary systems, and
the role of BRICS countries in challenging the dominance of the U.S. dollar.
It evaluates prominent academic contributions, identifies gaps in current re-
search, and highlights how this study differentiates itself through its sys-
tematic analysis of BRICS initiatives. By situating the study within this
broader scholarly context, the review clarifies its unique contribution to the
fields of international political economy and global monetary governance.
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Barry Eichengreen is one of the most significant and up-to-date politi-
cal economists in contemporary literature on the global hegemony of the
US. His works named “Exorbitant Privilege: The Rise and Fall of the Dollar”
(Eichengreen, 2011) and “Globalizing Capital: A History of the International
Monetary System” (Eichengreen, 2019) are the masterpieces to comprehend
the history of the US hegemony. Furthermore, he discusses the future of
alternative international financial systems. With this regard, it composes a
robust ground to comprehend the BRICS initiatives’ historical and prospec-
tive challenges to the USD’s hegemony. Barry Eichengreen (2011), in Exor-
bitant Privilege, explains how the U.S. benefits from the USD’s global re-
serve status and links this privilege to its strong institutions and financial
markets. He also warns that this dominance is being challenged, particularly
by China. In Globalizing Capital, Eichengreen (2019) traces the rise and fall
of monetary hegemonies through the history of global financial systems and
how alternative financial systems, like those initiated by BRICS, might at-
tempt to undermine the US hegemony in international financial order. His
analysis offers a foundation for understanding not only the structural barri-
ers BRICS faces but also the potential pathways through which alternative
payment systems could emerge in the global financial world.

This study builds on Eichengreen’s work on the historical and prospec-
tive background of the US hegemony and assesses whether BRICS can suc-
cessfully challenge it through a systematic analysis of the member countries’
initiatives despite the difficulties they face in displacing the dollar.

Liu and Papa have a masterpiece in the field named as “Can BRICS De-
dollarize the Global Financial System?” (Z. Z. Liu & Papa, 2022). In their
work, Liu and Papa offered a framework for a de-dollarized global financial
system and analyzed the BRICS member’s ventures of de-dollarization be-
tween 2009 and 2021 in comparison with what they offer.

Liu and Papa’s (2022) main argument in their study is that BRICS have
the structural capacity and long-term potential to de-dollarize the global fi-
nancial system through enhanced local currency use, institutional collabora-
tion, and the development of independent financial infrastructures. They
emphasize that this process is gradual and requires sustained political will
and strategic coordination among member states. This work is valuable in
the sense that it forms the basis for further studies on the relevant topic.
Furthermore, this study addresses previously unexamined topics in the rel-
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evant field. It has multidisciplinary perspective. It also bears visual illustra-
tions on the hegemony of the US and challenge efforts, which is a memora-
ble method. Moreover, it has significant recommendations for challengers
and BRICS members, and statistical data and interviews for further studies.

While Liu and Papa take a broader look at financial infrastructure, this
study is specifically about alternative financial payment instruments. This
narrower focus allows for a more detailed exploration of mechanisms like
digital currencies, cross-border payment systems, cryptocurrencies, barter
and fintech developments that directly challenge global hegemony.

Another shortcoming of Liu and Papa’s work is that it is outdated since
it lacks the recent ventures of BRICS due to the fact that its analysis coverage
ends in 2021 after which many ventures yielded results, and some new and
significant initiatives launched. In contrast, this study offers unique contri-
butions in terms of recency since it comprises more recent BRICS initiatives,
especially the adoption of new technologies like central bank digital curren-
cies (CBDCs) or payment systems such as BRICS Pay; new interbank mes-
saging systems like Structured Financial Messaging System (SFMS), The
System for Transfer of Financial Messages (SPFS), Cross Border Interbank
Payment System (CIPS) etc.

This study is explicitly framed around challenging global hegemony
through payment systems. While Liu and Papa examine de-dollarization
more generally, this study focus specifically on how payment systems can
erode U.S. financial hegemony and also focus on the patterns BRICS mem-
bers draw in challenging the US hegemony in the financial world. Namely,
this study focuses on and aims to discover the paths followed by the BRICS
members to challenge the existing international order, and create statistical
data on those paths, for example, which is preferred most and least etc. This
angle sharpens the focus on how global power structures can be reshaped
through financial tools and their frequency of preference.

Finally, this study offers granularity on founding BRICS members’ ven-
tures of alternative payment instruments in challenging the global hegem-
ony and it is one of its biggest contributions to literature. However, Liu and
Papa’s work has more overarching framework that lacks the in-depth analy-
sis this study has.

Asanda Koyo is one of the scholars who has few studies in the field of
alternative payments instruments. In her study (Koyo, 2024) entitled “Al-
ternative Payment Systems in Africa and BRICS Member States Can Shift
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Geoeconomic Dynamics”, she makes an overview of the alternative payment
systems in the world. However, it is not a detailed analysis, and it is too far
away from being scientific though it does not have any argument to be a
scientific study. Instead, she just gives brief information about the initiatives
from Africa and Asia. Moreover, her study is a column at Mail & Guardian
which is South Africa’s premier weekly newspaper and website instead of
being a scientific journal article or book which is indexed according to inter-
national standards. Her study thus lacks genuine contribution to literature.

Robert Gilpin as a prominent figure of Hegemonic Stability Theory
(HST) and author of “The Political Economy of International Relations” un-
derlines that US’ monetary hegemony occurred with the Bretton Woods Sys-
tem in the post war era and continued after the end of this system in 1970s
due to the support of Japan and Germany for ensuring the international
monetary stability. He puts forth that the clash between “economic interde-
pendence” and “political autonomy” in the post war period was solved with
the establishment of rules that balance between the two. He stresses that
the European Monetary Union and Yen with its rising role indicates the re-
alization of more decentralization of the monetary system in 1980s. The con-
tinuity of the dominant role of the US in international monetary system, he
argues, depends on the US’ ability to provide financial and monetary stability
one again (Gilpin, 1987, p. 167). Gilpin’s arguments are important in the
sense that it both validates the emergence and development of the US finan-
cial and monetary hegemony and its diminishing role through the rising
powers. In addition, he clarifies the conditions that ensure the continuity of
this hegemony.

Benjamin J. Cohen is another influential scholar in the field who comes
forward with his precious work named “Currency Power: Understanding Mone-
tary Rivalry”. (Cohen, 2015). Cohen spent more than half a century in the
International Political Economy field. In his book, Cohen begins to establish
a framework in his masterpiece through “currency internationalization” and
“international power” concepts (Cohen, 2015, p. 8). In his work, he analyzes
how currencies preserve their global powers and how alternative currencies
rise. Cohen also argues that currencies are not just economic tools but in-
struments of geopolitical influence. He introduces the concept of “currency
power” to explain how states use their currencies to project authority and
secure advantages in the international system. With this regard, monetary
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instruments become tools not only of economic advantage but also of for-
eign policy and geopolitical strategy which enable states to expand their in-
fluence without direct military intervention.

Cohen categorizes currencies based on their degrees of internationaliza-
tion such as dominant, influential, or peripheral and emphasizes that the
global monetary hierarchy reflects broader power asymmetries among
states. He also highlights the barriers alternative currencies face in challeng-
ing the status quo, including trust, stability, and institutional depth (Cohen,
2015; Iancu et al., 2020, p. 36). This work is essential in understanding the
role and power of currencies at a global level and their contribution to he-
gemony. Furthermore, this work is also beneficial in the sense that it pro-
vides a framework for comprehending the BRICS initiatives of alternative
currencies and payment units against global hegemony of the US and USD.

Eric Helleiner is also a significant figure in the field who comes forward
in the literature with his study named “The Status Quo Crisis: Global Finan-
cial Governance After the 2008 Meltdown” (Helleiner, 2014). In his work,
Helleiner mentions the devastating effects of the 2008 economic crisis on
the world. He underlines that the crisis was the worst after 2930 crisis (Hel-
leiner, 2014, p. 8) and led to many changes in the behaviors of the world
countries. One of the greatest changes is that the crisis led to the rise of the
alternative currencies and payment systems in the world. Furthermore, he
also analyzes how BRICS countries turned the crisis into an opportunity and
launched the ventures of alternatives. With this regard, Helleiner’s work is
crucial in understanding the motivational background of the BRICS initia-
tives and provides unique contributions to both this study and literature.
The contribution in question is that Helleiner underlines in his work that
the 2008 financial crisis disrupted confidence in U.S.-led global financial
governance, thereby opened space for emerging powers like the BRICS to
pursue alternatives. Furthermore, he shows that the crisis acted as a catalyst
for reform debates and led the BRICS countries to frame their initiatives
such as new institutions and payment mechanisms as legitimate responses
to the failures of the existing order.

Eswar Prasad is also a prominent scholar in the field of digital curren-
cies and their revolutionary effects on the international hegemonic order. In
his book named “The Future of Money: How the Digital Revolution Is
Transforming Currencies and Finance”, Prasad (2021) address the issues of
Central Bank Digital Currencies (CBDC), Cryptocurrencies and relevant
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fintech instruments. He questions whether those instruments can under-
mine the future of prevailing international monetary system. This study is
significant for both literature and this study to get a comprehensive concep-
tual knowledge about fintech instruments and their relation to the global
monetary system.

Prasad’s study also provides substantial background for the studies to
research BRICS’ fintech ventures. With this regard, Prasad’s work is signif-
icant since it provides a comprehensive framework to comprehend how dig-
ital financial technologies especially CBDCs and cryptocurrencies can re-
shape monetary sovereignty and thus challenge the dominance of traditional
global currencies like the USD. It is important in the sense that it explains
the BRICS members’ fintech initiatives within broader systemic shifts in
global finance (Prasad, 2021, pp. 5-6).

The literature reviewed above primarily focuses on the dollar-based di-
mension of global financial hegemony and its monetary instruments. In con-
trast, the following works broaden the perspective by examining the struc-
tural, geopolitical, and institutional foundations of U.S. hegemony more in
general. This analysis enables a more comprehensive understanding of the
global power order that the BRICS initiatives seek to challenge.

Fareed Zakaria is a well-known academic who studies the balance of
powers in the world. In his book named “The Post-American World”, Za-
karia addresses the issues of rising powers with “the rise of the rest” con-
cept, and draws a world in which the challengers undermined the global he-
gemony and the USA is no longer the dominant power at all (Zakaria, 2008).
Zakaria’s work is so helpful for the studies on international power transition
and the rise and challenge of powers like BRICS against global hegemony.

He underlines that the world has experienced three main and worldwide
power transitions in the last 500 years. The first power shift took place dur-
ing the 15" century with the rise of the western world, boosted by moder-
nity, capitalism, commerce, science and technological developments, indus-
trial revolutions, which also provided the global political domination of the
West. The second shift was the rise of the USA during the 19* century. The
USA with its immense industrial power, the most powerful nation since Im-
perial Rome dominated the global politics, economy, culture and science
since it took over the global power. According to Zakaria, the third power
shift has already been taking place since the USA is no longer the best or the
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most in the world. He continues by giving the following examples, “The tall-
est skyscraper is located in Taipei, the wealthiest person is from Mexico, and
the largest publicly traded company is based in China. The biggest airplane
is constructed in Russia and Ukraine” (Zakaria, 2008, p. 2). Zakaria con-
cludes that the rest of the world is taking power from the USA and he ana-
lyzes this power transition process by underlining the China’s role in chal-
lenging the US hegemony. (Zakaria, 2008, p. 87)

Paulo Batista is another important figure in the relevant literature who
is famous for his book named “The BRICS and the Financing Mechanisms
They Created” (Batista, 2021). Batista analyzes BRICS member’s financial
world which were designated to be alternative to the American international
financial order between 2008 and 2011. Batista tackles the issue of BRICS’
financial challenge through two channels which are BRICS Contingent Re-
serve Arrangement (CRA) as BRICS’ own monetary fund and New Devel-
opment Bank (NDB) as BRICS’ own development bank.

Although it is comprehensive work for the two challenging mechanisms,
it is a work that remains in a relatively narrow field. There are plenty of other
challenging mechanisms of BRICS in financial world such as BRICS Pay,
cryptocurrency and barter usages in international trade; new interbank mes-
saging systems like Structured Financial Messaging System (SFMS), The
System for Transfer of Financial Messages (SPFS), Cross Border Interbank
Payment System (CIPS) etc. Such mechanisms are quite significant in the
context of challenging the prevailing international financial hegemony.
Therefore, Batista’s work lacks the necessary challenging mechanisms cre-
ated and maintained by BRICS. Furthermore, this study is outdated as well.
Since it covers the time between 2008 and 2020, it misses the recent devel-
opments initiated by BRICS.

Amitav Acharya is a scholar who wrote a famous book named “The End
of American World Order” (Acharya, 2014). In his study, Acharya tackles
the issues of the rise of the challengers and the decline of the American heg-
emonic world order. He stresses that the decline of the American World
Order (AWO) and the decline of the US are the same phenomenon. They
will probably not take place simultaneously. Rather, he puts forward that
the decline of the American World Order has already been taking place. But
America, on the contrary, will survive and continue to be powerful (Acharya,
2014, pp. 1-3).
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Acharya benefits from hegemony theories in his books’ theoretical back-
ground and emphasizes the importance of regional powers in the post-
American world order. In this context, he highlights BRICS, Turkey, South
Korea and Australia etc. as the emerging regional powers and frames his
study in accordance with these multipolar world understanding (Acharya,
2014, p. 59). Acharya’s study is significant for gaining insights into Ameri-
can hegemony and post-American World Order which is foreseen to be mul-
tipolar world according to the author.

Michael Hudson is a well-known scholar in the relevant literature who
is famous for his work named “Super Imperialism: The Economic Strategy
of American Empire” (Hudson, 2021). Hudson’s study is significant since it
reveals the infra-structure of the global hegemony of the USA through its
hegemony’s birth, institutions (like IMF, World Bank), USD, and other sys-
tems it established to compose the essence of its hegemony like Bretton
Woods System. Hudson’s work is valuable and useful from various perspec-
tives. Firstly, it provides a robust background knowledge about how the US
hegemony has been established and been maintained. Secondly, it provides
clues for the challenger countries to break the hegemony since it reveals its
framework. Countries and researchers can analyze and infer the ways out
hegemony.

Overall, there are several studies that cover alternative payment instru-
ments in the literature. However, they lack comprehensive and systematic
research on a specific region or group of countries. Instead, they generally
touched on alternative payment initiatives from around the world. What this
means is that they miss the systematic scientific and comprehensive data
and analysis for BRICS countries’ initiatives in this field. What this study
contributes to the literature and differentiates from other studies in the lit-
erature is that it enables researchers to see a bigger and panoramic picture
of what has been done by the BRICS countries as a challenge to the Western
payment system or as initiatives of alternative payments against global heg-
emonic order between 2009 (in which BRICS was established) and 2024 (in
which this study was completed). Moreover, it also enables readers to com-
pare how far any BRICS member has advanced thanks to the scale of partic-
ipation composed in this study to acquire coherent, meaningful and compa-
rable data, and to avoid confusion during the comparison of different varia-
bles.
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What this study differentiates from other studies in the literature is that
it encompasses both BRICS countries’ initiatives of alternative payment in-
struments and their relationship to hegemony and challenge. Moreover, the
systematic analysis of this study provides scientific ground for the overview
of quests and initiatives for alternative payment instruments by the BRICS
countries. Namely, this study is designed to discover patterns of the chal-
lenges in the quests of alternative payment systems by the founding BRICS
members. “This study also aims to reveal which methods BRICS countries
focus on, how much importance they give to each one, and which country is
leading the others in challenging U.S. hegemony through alternative finan-
cial payment systems. Hence, this study differs from other studies in terms
of its systematic analysis of founding members of BRICS, its focus solely on
their alternative payment instruments by BRICS and, its way of integrating
the hegemony theories, Power Transition theory and BRICS challenges in
one study. In this way, practice and theory are presented together on the
same platter, which is also a distinctive feature of this study. The following
paragraphs describe evaluating the relevant studies in literature so as to
comprehend the location of this study and to avoid repetition.

Theoretical and Conceptual Framework

Numerous theories have been put forth over the decades on hegemony.
In order to investigate the research questions of this study better, the theo-
retical framework of this study concentrates primarily on Power Transition
Theory which offers valuable insights into the rise of challengers within the
international system. Moreover, this study also focuses on Hegemonic Sta-
bility Theory and Wallerstein’s Modern World-System Theory to provide a
broader and complementary understanding of global power structures and
shifts as investigated in detail below.

Hegemony

Hegemony as a term has a long history behind. Etymological background
of hegemony reaches back to Ancient Greece in which it was used as “hége-
monia” to refer to “dominant or preponderant position of one state over
others in international system” (Online Etymology Dictionary, 2023). In
dictionaries, hegemony is defined as preponderance, dominance, leadership
(Beeson, 2013; Gilpin, 1987, p. 66; Online Etymology Dictionary, 2023). In
political sense, the term “hegemony” was first used to describe the connec-
tion between Athens and other Greek city-states, which united to confront
the Persian Empire. In this context, “hegemony” denoted as Athen’s role to
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lead, guide and coordinate the collective actions of its alliance with Greek
city-states (Ferguson, 2003, p. 156).

The concept was revivified during the Russian Social-Democrat move-
ments between 1890-1917 and became one of their central political slogans.
The codification and sub-idea of the hegemony was constructed by Plek-
hanov in 1884 with his writings in which he suggested the workers not only
to give economic struggle against employers but also to give political strug-
gle against tsarism (Anderson, 1988, p. 30).

Following the Plekhanov, there were other intellectual figures, especially
Axelrod and Vladimir I. Lenin who contributed to the development of the
hegemony concept. Although the hegemony concept was often used before
and during the October 1917 revolution, it was never used in Union of So-
viet Socialist Republics (USSR) era and stayed in the open official sources of
The Communist International (Comintern). Such documents helped the
Gramsci to adopt the hegemony concept to his intellectual world (Anderson,
1988, p. 35).

Although it is known that the concept “hegemony” was existing and
used many times before, it is accepted in the academic literature that “he-
gemony” as concept was first used in modern and academic understanding
by Italian thinker Antonio Gramsci (Anderson, 1988, p. 29). Gramsci de-
fined hegemony as “the domination exerted by one class necessarily on the
opposing groups or other classes to spread their lifestyle, culture, under-
standing. Hegemony includes the manipulation and management of the op-
posing groups’ ideas and culture on behoof of the hegemon’s interest” (Du-
ral, 2012, p. 312; Gramsci, 1971, p. 14, 2014, p. 28).

Following Gramsci, hegemony as concept and content has developed and
evolved relatively much in the minds of many thinkers enlarging from Plek-
hanov, Lenin, Gramsci, Cox, Kindleberger and so on. Hegemony is defined
by Biilbiil (2015, p. 45, 2020, p. 223) as “the consent-based cultural and
moral leadership of the ruling class.” On the other hand, Keyman (2021, p.
147) defines hegemony as “single or multiple actors’ ability to affect the in-
ternational policies through coercive methods and consent.” In addition,
many approaches emerged about and through the hegemony concept. In the
following titles, the detailed and developed approaches to hegemony are ex-
plained and analyzed.
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In the contemporary world, the term hegemony is being used to mean
different and interconnected senses. Robinson (2005, p. 559) divides the
contemporary meaning of hegemony into four categories which are:

1. “as international domination in the realist tradition, where a domi-
nant power exercises active domination over others;

2. as state hegemony, where a dominant nation-state within the core
anchors the world capitalist system or imposes the rules and enforce-
ment that enable the inter-state system to function over time.

3. as consensual domination or ideological hegemony, where a ruling
group establishes and maintains its rule through cultural and intel-
lectual leadership, achieved through a larger project of class rule or
domination.

4. as the exercise of leadership within historical blocs within a particu-
lar world order, which combines the loose sense of a preeminent
state power in the world system with the more specific sense of con-
structing consent or ideological leadership around a particular his-
toric project.”

The first approach above is connected to The Hegemonic Stability The-
ory of Charles P. Kindleberger, Kenneth Waltz and Robert Keohane while
the second approach is related with Wallerstein’s conceptualization. The
third approach is the summary of the Gramscian Hegemony understanding
while the fourth one is based on the Neo-Gramscian Hegemony approach
and Cox’s conceptualization (W. L. Robinson, 2005, p. 560). All the ap-
proaches mentioned above are explained in detail under the following titles
below.

Many definitions have been made so far about hegemony. Delbridge
(2007, p. 1353), for instance, asserts that hegemony refers to the way in
which the ruling class retains its power by creating consent and unity among
society through political initiatives and alliances. This is accomplished by
building a shared understanding and support for the ruling class’s interests
and values, thereby solidifying their position of dominance. Joseph (2002, p.
1), on the other hand, describes hegemony as how the dominant group gains
consent and leadership over those who are subordinated. Moreover, Joseph
continues, hegemony involves more complicated issues such as creating po-
litical plans, expressing interests, forming social partnerships, and develop-
ing historical groups.
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One of the clearest definitions of hegemony has been made by Wade
(2002, p. 215) who defines hegemony as “a dominant group’s ability to
make others demand the same thing as it wants for itself.” Wade puts forth
two main drives behind such obedience and demand of the participants who
are subject to hegemony. The first drive arises from the material and other
advantages received by all or most followers of the hegemon’s system and
rules while they perceive they would get less advantages from the alterna-
tives. So, the first drive is caused by the advantages and high alternative cost
of obedience to the hegemon’s system and rule. The second drive arises from
the belief that the rules and applications of the hegemon are fair and appro-
priate and, enforced on all participants in the hegemonic ecosystem includ-
ing the hegemon as well (Wade, 2002, p. 215). Humanity has existed with
the oppressor and oppressed for millennia. The second drive which is the
belief for fairness and equality in enforcement in the hegemonic ecosystem
is utopic and against the ordinary course of humanity that has been going
on for millennia.

Another definition of hegemony which is prominent in the literature was
made by Saull (2010, pp. 1-2) as a situation where one dominant political
entity, whether a state or a coalition of social groups, leads and maintains
control over others. This dominance is sustained through a mix of consen-
sus, persuasion, and political legitimacy, rather than relying solely on force.
Although force can play a role, it is usually not the primary method for main-
taining hegemonic power.

The contemporary version of such oppression is global hegemony which
is the subject of this study, especially the human’s struggle in the political-
economic field. In the last few decades, countries have begun questing and
seeking alternatives to the globally dominated and imposed monetary sys-
tem, exchange unit and payment methods, tools. This study examines such
initiatives and quests in the context of escaping from and struggling with
global hegemony.

Among people, superiority, supremacy, dominance etc. has existed for
millennia. Supremacy of a class or group can take place in two ways which
are domination and hegemony. The former is the rule by force while the
latter is the rule by consent (Gramsci, 1971, p. 57; Im, 1991, p. 127).

Hegemony and global hegemony are different in size. Global hegemony
is used to describe the hegemony taking place in the worldwide level while
hegemony is used to define any hegemony without underlining a size or
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level. With this regard, the global hegemony is defined by Boff as “a situation
in which one nation-state possesses a predominant role in organizing, regu-
lating and stabilizing the world’s political economy. Boff underlines that the
use of hard power when necessary is indispensable from other means of he-
gemony for its development and sustainability” (Du Boff, 2003, p. 1).

Gramscian Approach to Hegemony

Antonio Gramsci is the earliest thinker who defined hegemony in the
modern understanding although there were many other users of the concept
before him. Hegemony was defined by Gramsci as the domination by one
class necessarily on the opposing groups or other classes to spread their life-
style, culture, understanding. Hegemony includes the manipulation and
management of the opposing groups’ ideas and culture on behalf of the
hegemon’s interest” (Dural, 2012, p. 312; Gramsci, 1971, p. 14, 2014, p.
28).

Civil society has a huge importance for Gramsci who locates civil society
in front of the political society and defends that hegemony takes place in
civil society (Dural, 2012, p. 313). Gramsci defines civil society (Gramsci,
2007, p. 20; Dagdeviren, 2020, p. 161; Giiler, 2019, p. 28) as a space in which
dominant classes compete to spread their political-cultural hegemony and
lifestyle to whole society. Hegemony is a function taking place in and be-
longing to civil society whereas coercion and force takes place in and belongs
to political society (Gramsci, 2007, p. 213). In other words, civil society is
the homeland of consent and hegemony while political society is the center
for coercion, force and domination (P. D. Thomas, 2009, p. 167).

In Gramscian understanding, state equals to the sum of political society
and civil society. For Gramsci, political society is based on coercion while
civil society is based on hegemony. The political arena contains coercion and
violence means. Civil society consists of coercion-free means like educa-
tional institutions, media organs, religious institutions, unions etc. to re-
produce consent. Main violence means of political society for Gramsci are
army, police, prisons, courts and government’s influence on the judiciary
branch (Giiler, 2019, p. 25).

The crucial difference between political and civil societies is consent in
Gramscian hegemony approach. Consent is not the main necessary quest in
political society whereas consent is an indispensable condition in the for-
mation and application of hegemony in civil society. With the re-production
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of the consent of dominated groups by dominant class through manipula-
tion, guidance, legal/illegal, moral/immoral ways, the continuation of the
domination, interest and leadership of the hegemon is ensured.

Consent has a crucial importance in the hegemony concept since it re-
quires the active and consensual participation of subordinated classes or
groups for the sustainability of the hegemony (Aksakal, 2022, p. 272). With
this regard, the ingredient of hegemony is rather different than any other
types of oppression or persecution in the sense that it involves and requires
consent together with coercion.

Gramsci was influenced by Marxist thought, and he shaped the concept
of hegemony in accordance with the Marxist solution. In this context, the
hegemony of bourgeois and capitalist states can only be abolished by the
establishment of the workers’ own hegemony. In other words, Gramsci re-
gards that the only way to abolish the bourgeois capitalist state structure is
to establish a proletarian hegemony. With this regard, Gramsci attributes
the hegemony concept to a kind of alliance or cooperation to achieve the
interests of a particular group (Aksakal, 2022, pp. 270-273; Giiler, 2019, p.
4; Im, 1991, p. 145).

Neo-Gramscian Hegemony Approach and Robert Cox

The globalization process which took place in the 20" century pushed
the Gramscian Hegemony Approach to get through a sort of transformation
process like many other theories. Gramscian Hegemony assesses the social
power relations with hegemony in which a dominant group imposes its cul-
tural, economic, intellectual and moral understanding or worldview on the
other groups through both force and consent (of the subordinated groups).
The reproduction of consent and internalization of hegemon’s values are vi-
tal for the sustainability of hegemony (Gdiler, 2019, pp. 88-90). The funda-
mental difference between Gramscian and Neo-Gramscian Hegemony Ap-
proaches is that the Neo-Gramscian Hegemony Approach defends that
state(s) are not the key actors in the international system. International in-
stitutions which emerged after the beginning of globalization processes ob-
tained the importance of states and are playing a crucial role in the interna-
tional system.

Robert Cox is the key figure who transformed Gramsci’s hegemony con-
cept from national to global level. He adopted the concept and used it to read
and analyze the changing international structure. According to Cox, hegem-
ony of a dominant group in the global world appears within a national level
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and it subordinates other groups. The subordination in question expands
and spreads to other states and dominates them and their societies. What
Cox underlines is that such expansion takes place with both cultural domi-
nation and production style (Giiler, 2019, p. 91).

Hegemonic Stability Theory

Hegemonic Stability Theory (HST) was originally developed by Charles
Kindleberger in 1973 (C. Kindleberger, 1973; Aydin, 2019, p. 1347), partic-
ularly through his analysis of the Great Depression in his book entitled “The
World in Depression 1929-1939”. He argued that global economic stability
requires the presence of a hegemonic power which is willing and able to
provide public goods. The term “Hegemonic Stability Theory” was later
coined by Robert Keohane in 1980 (Gilpin, 1987, p. 66) and developed, sys-
tematized and popularized by Robert Gilpin and Stephen D. Krasner in the
same decade (Aydin, 2019, pp. 1347-1348).

Hegemonic Stability Theory is a theory defending that international po-
litical and economic stability can only be achieved in the existence of a cer-
tain hegemon or an actor with a predominance of world power (Webb &
Krasner, 1989, p. 183). Defenders of the theory often exemplify the Pax Bri-
tannica and Pax Americana arguments as the evidence of stability under a
hegemonic world power. They exemplify two time periods as evidence of
instability appearing under the inexistence of a worldwide hegemon which
are the period until World War I (during the disappearance of British he-
gemony) and the interwar period (especially 1929 economic crisis) during
the time when the American hegemony was newly establishing (Cohen,
2008, p. 71; C. P. Kindleberger, 1981, p. 247; Saull, 2010, p. 4).

What global hegemon produces, according to Kindleberger (1981, pp.
247-251), is “international economic stability” which is a “collective good”
benefited by every country regardless of its contribution to the production
of this stability. On the one hand, such unequal contribution creates free
rider problem; on the other hand, the composition and provision of such a
collective good (international economic stability) requires varying costs (like
taking responsibility of leading, regulating the international monetary, eco-
nomic, political system and bearing its results and burdens) that none of its
beneficiary bears but the hegemon. The latter feature of hegemon makes it
unique which can create an order in which the hegemon pays more cost than
its share of benefits. Or such uniqueness may create an opportunity for
hegemon to shape the international order for its interest. Moreover, liberal



BRICS’ Initiatives for Alternative Payment Instruments Against Global Hegemony | 41

international economic order and norms is vital for the maintenance of such
stability and the main chore of the hegemon is to ensure the liberal economy
and trade order in the worldwide system (Cohen, 2008, pp. 71-73; Webb &
Krasner, 1989, pp. 184-186).

Kindleberger (1981, pp. 244-251) divides exploitation and leadership
from one another. According to him and his theory (HST), international
economy needs stability, order and public goods provider (stabilizer). Such
provision both creates free rider problem and the absence of willingness to
lead. Such a leader country is to adjust the international monetary liquidity,
manage foreign exchange rates, provide the coordination of domestic mon-
etary policies. It will also manage and ensure international peace. Although
it acquires seigniorage revenue from its currency’s worldwide usage, it is
necessary for it to provide public goods. Kindleberger exemplifies such lead-
ership as Britain in the 19" century and the US in the 20™ century. The
leader’s stabilization of international economy took place with the gold
standard of Britain between 1870 and 1913; and of the US between 1945
and 1971, which are regarded by HST as public goods.

According to HST and Kindleberger, provision of such public goods to
stabilize international economy and to provide peaceful order are like build-
ing a lighthouse. Although it creates free rider problems among world coun-
tries, and although it costs the leader country more than it benefits, it is
necessary for world peace and international economic stability, which is for
the good of the world and can not be comprehended in the context of ex-
ploitation or negative grounds. He concludes that leadership may turn into
exploitation in time. However, its essence is for stability and peace for the
world. Degenerated cases do not reflect the essence (C. P. Kindleberger,
1981, p. 246).

Kindleberger (1986, pp. 7-9) as the representative of HST points the
provision and maintenance of public goods at international level. Interna-
tional peace, open trading system, standard of weights and measures com-
prising international money, fixed exchange rates and crisis management are
some of the international public goods defined by Kindleberger. He under-
lines that public goods are provided by the government at national level, and
he puts forth that international public goods can not be provided without an
international government. The provision of international public goods is in-
dispensable, and it can only be provided and maintained under a leader (or
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aleading power; a hegemon) which organizes the international order to pro-
vide public goods. Hence, HST legitimates hegemony or “international gov-
ernment/ global power” (in their naming) and finds it necessary for the or-
dinary functioning of the world order.

Some scholars view hegemony in positive or optimistic ways. The argu-
ments of such views vary. However, one of the prominent arguments is that
hegemony prevents chaos and provides stability. Since anarchy arises from
“the absence of central rule”, the absence of a world leader will also bring
chaos and anarchy. Therefore, it requires the existence of hegemony for the
interest of the world. Moreover, the supporters of such an idea define he-
gemony as “the capacity of a country to govern the international system
which consists of sovereign states” (Arrighi, 1990, pp. 365-408). Such a
view reduces coverage of the hegemony concept to only management of the
interstate system while it ignores the exorbitant privilege utilized by the
hegemon.

As one of defenders of HST, Gilpin (1987, p. 101) puts forth that “the
existence of a liberal world leader country facilitates the stability and growth
of the world economy.” He continues that the economic situation of the
world and the hegemon are depended to one another. According to him, the
functioning of the modern international economy is dependent on the exist-
ence of “successive liberal dominant leaders” (Gilpin, 1987, p. 66).

While Charles Kindleberger explains hegemony from a liberal economic
perspective by highlighting that hegemon ensures international stability
through providing public goods such as free trade and a stable monetary
system, Robert Gilpin approaches the concept from a realist perspective. Ac-
cording to Gilpin (1987, pp. 219-222; 345; 34) hegemony is closely de-
pended on “the exercise of power” and “the ability of a dominant state to
shape the international order in line with its own interests”. In contrast to
Kindleberger’s emphasis on cooperation, Gilpin (1987, p. 93) underlines
that hegemonic stability depends not only on leadership but also on the
hegemon’s capacity to resist and manage challenges from rising powers.

Gilpin (1987, pp. 114-116) notes that the process of global industrial
change leads to rapid economic growth in new countries, which creates
problem for the existing hegemon. As rising powers increase their share in
global markets, the dominant power faces serious adaptation problems. Fur-
thermore, growing pressure emerges from domestic actors who feel threat-
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ened and who could not get enough benefits from the prevailing interna-
tional system as they meet their needs more and make more exports. This
situation, as Gilpin underlines, generally launches economic conflict includ-
ing trade tensions and protectionist reactions3 between the hegemon and
these rising powers. Gilpin, (1987, p. 88)emphasizes that the hegemon may
even use political or economic force to defend its position in the interna-
tional system. In this sense, Gilpin’s realist interpretation of hegemonic sta-
bility is especially relevant for understanding the BRICS countries’ challenge
to the US. led international order, as it highlights the structural tensions and
power struggles that emerge during periods of global transition to multipo-
lar world.

Consequently, Hegemonic Stability Theory remains one of the strongest
theories in IPE. It argues that the international system can only be main-
tained in peace under the existence and direction of a militarily and econom-
ically strong state (Giiler, 2019, pp. 83-86). However, the theory has long
been criticized for its controversial scientific basis, particularly concerning
its validity and explanatory consistency. While scholars from the American
school tend to treat HST as a credible and useful framework, the British
school has been more skeptical. As Cohen (2008, pp. 67-68) underlines that
many British scholars view HST as a “show illustrated by the American
scholars who are framing and exaggerating the place and role of their coun-
try in the world”. Moreover, some scholars including Cohen declared the
natural death of the HST by accepting the theory’s contribution as legacy to
the field.

Realist Hegemony Approach

In academic literature, the concept of hegemony was interpreted and
evaluated from various perspectives. One of the most prominent of such
perspectives is the Realist Approach. The roots of the realist school in inter-
national relations discipline can be dated back to the Ancient Greece with
Thucydides while the intellectual foundations of realist school were laid by
Niccolo Machiavelli and Thomas Hobbes with their prominent works (“The
Prince” and “Leviathan” in order) in 16" century (Reus-Smit & Snidal, 2008,

*  Gilpin’s arguments came to right even today in 2025 when the declining financial hege-

mony of the US, rising role of the China and, protectionist policies of the US President
Donald Trump is considered together.
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p. 132). After World War II, Realism became one of the most dominant the-
ories in International Relations discipline in particular and in social sciences
in general.

There are mainly four key elements or pre-acceptances composing the
essence of Realist School (Reus-Smit & Snidal, 2008, p. 133; Notre Dame
International Security Center, 2022) which are

1. Anarchic structure exists in International Politics

2. The widespread existence of cohesion and solidarity in Nation States
creates the potential for international conflicts

3. States are self-interested, rational and unitary entities. The main ob-
jective of states is their own national safety

4. National power is the key decisive factor in interstate relations

Realist theory underlines the role and significance of “(solidarity in na-
tion) states”, “conflict” and “power struggle” in international politics. Dur-
ing unordinary times like war, disaster etc., states appear and remain as the
sole authorized actor in the international area. Moreover, the theory empha-
sizes that the nation states which are chasing the nations’ interest are estab-

lishing relations with other states on the basis of power.

In modern understanding, Hans J. Morgenthau (1997, pp. 4-17) who is
regarded as one of the most influential names in Realism reads the world
from interest based perspective and highlights that politics is governed by
objective laws of human nature, driven by the pursuit of power and interests,
and operates autonomously with its own principles, focusing on practical
circumstances rather than emotional or universal moral principles or laws.

In sum, realism advocates that inter/national politics is established on
the basis of both “power” and “interest” by coherently acting nation-states.
Rather than any other emotional motivations, realism reads politics through
some main and strict rules and suppositions which leave no space to (uni-
versal) moral principles.

It is often encountered in the literature that Realism was created for the
rationalization and justification of the USA’s interests, needs, perspectives
during the Cold War era (Hoffmann, 1977, p. 48). When the advocates,
place of birth and development of realism are taken into account, such argu-
ment seems to be strong.

Realist hegemony approach, on the other hand, argues that hegemony
works of Gramsci frequently focus on economic structures and historical
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continuities. Realists believe that studying society requires more than just
analyzing human activities. It is essential to investigate enduring social
structures that cannot be solely explained by the activities they support, in-
fluence, or challenge (Delbridge, 2007, pp. 1353-1354).

Realist hegemony approach asserts that hegemony, as Joseph (2002, p.
43) argues, can only be regarded as a realist concept if it stands on a different
base of Gramsci’s “human will” conceptualization and if it focuses on the
real material processes and class relations. Delbridge (2007, p. 1354) under-
lines that combining the concepts of hegemony and critical realism helps to
understand how structure and agency are interrelated in a dialectical way,
which helps to avoid the extremes of determinism (over-reliance on me-
chanical causes) or excessive individualism and voluntarism.

Realist Hegemony Approach was developed by the American scholars
such as R. Gilpin, and S. Krasner, George Kennan, Hans Morgenthau, Ray-
mond Aronby. It was established on militarily and economically strong and
internationally pioneer state understanding. Such an approach defends the
necessity of a rule maker and quarterback state which steers the other states
and shapes international politics for the sustainability of the international
system. It is also called as Hegemonic Stability Theory which supports the
idea that the international system can be run in peace under the existence
and direction of a militarily and economically strong state (Giiler, 2019, p.
83). Hegemonic Stability Theory (HST) was developed by Kindleberger in
the 1980s together with Gilpin and Krasner (Cohen, 2008, p. 68). For such
reasons, Hegemonic Stability Theory (HST) and Realist Hegemonic Ap-
proach are mentioned together.

For the Realist Hegemony Approach, power and security are the most
important and primary priorities for the states which are the main actors of
international system. In an international system with an anarchic and com-
petitive structure, interventions of a powerful state are regarded as necessary
for the continuation of the order by such approach. In such an international
system, states are not bounded to moral rules but their nations’ interest and
security (Giiler, 2019, p. 83).

Consequently, the realist hegemony approach advocates that the Gram-
scian hegemony perspective is too humanitarian and idealistic. Instead of
embodying such bases, the Realist perspective asserts that hegemony should
be established on national solidarity-power and interest bases. Charles Kin-
dleberger has a revealing expression on such an issue which is “For the
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world economy to be stabilized, there has to be a stabilizer, one stabilizer.”
Robert Cox , on the other hand, expresses that “Theory is always for some-
one and for some purpose” (Cohen, 2008, p. 66). Such words are important
in the sense that they reveal the Realist Hegemony understanding on the
necessity of the hegemon state in the international system.

Neo-Realist Hegemony Approach

Neorealism is an international relations theory that prioritizes structural
factors, giving less importance to domestic and individual-level influences in
explaining events (Parent & Rosato, 2015, p. 51). The Neo-Realist Hegem-
ony Approach rests on the same fundamental principles of the Realist He-
gemony Approach. The main difference between the two approaches lies
under the legitimacy of war for the enhancement of state power. While Re-
alist Hegemony Approach legitimates war for state power, Neo-Realist He-
gemony Approach does not regard such an issue as legitimate since scholars
think that it would cause military competition among states. The Realist
Approach defends that wars can take place as a result of human nature re-
gardless of moral norms while the Neo-Realist Approach rejects such an
idea.

According to the Neo-Realist Hegemony Approach, the international
system has an anarchic structure, and it can only preserve this order under
the existence of a hegemon which is steering the international economy and
trade. The inexistence of such hegemon would cause chaos in the interna-
tional area (Giiler, 2019, p. 84). Although Neo-Realist Hegemony Approach
is an evolution of Realist Hegemony Theory, Kenneth Waltz is accepted as
the founder of the Neo-Realist Hegemony Approach in the literature
(Dougherty & Pfaltzgraff, 2000, p. 63; Ozcelik, 2019, p- 2). John
Mearsheimer, Robert Keohane are other significant figures in Neo-Realist
Hegemony Approach (Parent & Rosato, 2015, p. 51).

Neo-Realist Hegemony Approach, Realist Hegemony Theory, Hege-
monic Stability Theory can be evaluated in the same group in terms of their
positive view on hegemony. Such theories either regard hegemony as neces-
sary for the international economic stability or consider hegemony as a ne-
cessity or result of human nature. There is no doubt that such theories con-
tribute to the literature and scientific structure towards the international
system by examining and disseminating the probable benefits of hegemonic
world structure. However, there have been many cons of hegemonic world
structure that have to be discovered just like the pros of hegemony.
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Clarification of the Concepts of Hegemony and Dominance

Although Organski refers to the USA and Britain as “dominant power”
in the context of Power Transition Theory, he means their superior position
over the world, their way of steering the world politics, economy and fi-
nance. In other words, Organski’s use of the “dominant power” term aligns
conceptually with what critical international political economy (CIPE) schol-
ars would identify as “hegemon”.

In essence, what Britain and the USA have done is hegemony for critical
international political economy. However, what they have done can be com-
prehended positively by classical international political economy theories.
The distinction between terms like “dominant power,” “hegemon,” and
“world leader” largely stems from the theoretical perspective applied
whether classical IPE or CIPE. Nevertheless, this terminological difference
does not alter the material reality of how certain states shape global politics
and economics to serve their interests.

This study adopts a CIPE perspective but employs Power Transition The-
ory due to its useful framework for explaining the rise, decline, and succes-
sion of global powers. The theory’s analytical utility remains valid regardless
of whether it originates from classical or critical IPE traditions. What mat-
ters is the theory’s explanatory strength, not the label it assigns to powerful
states.

The position of the world’s leader country can be viewed, described and
stated in three main ways in the literature which are hegemon, dominant,
super-power. In fact, these concepts are sweetened versions of one another
respectively while their essence are the same. Hence the naming of the two
countries while benefiting from a theory does not alter the perspective or
coherence of this study as long as it remains loyal to the theoretical integrity
it has established from the beginning. What this study benefits from the PTT
is the formulation it uses to explain the seizure and transfer of power at
global level, which does not divert this study from its path.

Moreover, in the literature, terms like “dominant power,” “hegemon,”
and “superpower” are often used interchangeably. For example, Robert Gil-
pin—an advocate of Hegemonic Stability Theory—uses both “hegemon” and
“dominant power” in his work, noting that “hegemony” derives from the
Ancient Greek word for political leadership (Gilpin, 1987, p. 66). Some
scholars even prefer “leadership” to avoid the normative baggage associated
with “hegemony.” Accordingly, this study treats these terms as functionally
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equivalent, and their usage does not compromise the theoretical coherence
of the study. The core value derived from Power Transition Theory lies in its
formulation for explaining systemic power transitions rather than the par-
ticular terminology it adopts.

Power Transition Theory

Power Transition Theory (PTT) was developed by Kenneth Organski and
it was explained in his famous book named World Politics which was pub-
lished in 1958. In the world, power is not distributed equally to the coun-
tries. Their overall power level varies. Organski (1958, p. 338) notes that
there are three main determinants of national power which are “population
size, political efficiency and economic development”. The change in such ar-
eas ends up with the changes in the distribution of power in the world. It is
a fact that such distribution of power is rapidly changing because of technol-
ogy, industrialization and globalization.

Organski (1958, pp. 339-340) underlines that established leaders of the
world are those that industrialized first while the challengers for leadership
are the countries which were industrialized later. Moreover, all of the most
powerful world countries are politically modern. Industrialization brings an
increase in population and political modernization if it continues. An in-
crease in these three fields raises the country’s national or overall power, its
global influence level. Moreover, such industrialization together with politi-
cal modernization and rise in population size takes the country higher in the
world’s power scale. Organski (1958, p. 340) notes three stages of power
transition which are stages of

“1-Potential power (Unindustrial, agricultural-rural population; low
life-standards but rising population; Example: Brazil of 1950s)

2-Transitional growth in power (Transition from pre-industrial to in-
dustrial stage, urban life, developments in political institutions, rise in na-
tionalism; Example: Soviet Union)

3-Power maturity (Fully industrial, Greater wealth and welfare, lower
nationalism, lower population rise; Example: USA, Western Europe)”

Although Organski placed China and India in the first stage at the time
he published this book and developed its theory, the two countries level
changed in the decades passed. In this context, India positioned in the sec-
ond stage which is “Transitional growth in power” while China has about to
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be positioned to the third stage which is power maturity stage as of 2024 in
66 years on the world scale.

Organski puts forth that power maturity is a stage at which countries
industrialize and increase their welfare. However, the increase rate in their
population decreases, and the high level of welfare may create laziness,
which would jeopardize the country’s position at power maturity stage.
(China fits best at this phase) Britain is the perfect example of this case.
While the other countries are working hard and increasing their power level,
the dominant or ruling country’s relative power declines if it does not pro-
ceed. As the industrialization of countries takes place at different times, at
different paces, their development takes place at different times. At this race,
some countries went earlier and got the power earlier while others were late
and tried to catch the earlier participants to change the distribution of power
and the established order (Organski, 1958, pp. 343-344).

Organski underlines that a new period will begin when all countries en-
ter into the third stage in which all of them are industrialized. At this period,
the difference making countries more powerful will not be industrial ad-
vancements but; another unknown factor (s) since countries resemble one
another in terms of industrialization (Organski, 1958, p. 345). When the
third phase is achieved by all countries, the new distinguishing feature of
countries is unknown by now. However, it can be predicted as “progress in
space”.

As mentioned before, according to Organski (1958, p. 346), there are
three main components of a country’s power, which are “population size,
political efficiency and industrial advancement”. Between the time of Indus-
trial Revolution and the 20™ century, industrial advancement played a cru-
cial role in determining a country’s global position. The theory continues to
be valid in the 21% century since the three features are preserving their va-
lidity in determining a country’s global power level. In essence, the theory
reveals that a country’s power at global level is dependent on its internal
development which is composed of population size, political efficiency and
industrial advancement.

Although the population size and industrial advancement concepts are
clearer, what Organski means with the political efficiency concept would
seem unclear and needs to be detailed. While population size and industrial
development can be measured through demographic and economic indica-



50 | BRICS’ Initiatives for Alternative Payment Instruments Against Global Hegemony

tors, political efficiency remains analytically unclear. Today, scholars inter-
pret it in various ways, including state capacity, governance quality, and de-
cision-making effectiveness as Tammen et al. (2017) has investigated in the
Oxford Research Encyclopedia of Politics. They try to update the Power
Transition Theory to reflect contemporary conditions and to include meas-
urable indicators as such concepts are under an ongoing effort of update,
clarification and adaptation to today’s world in the literature. In the follow-
ing title, political efficiency is clarified from this study’s perspective. Follow-
ingly, the BRICS members are evaluated, compared and categorized in terms
of PTT’s argument of Power Transition Potential through population size,
political efficiency and industrial-economic advancement. The deeper inves-
tigation and analysis of BRICS members’ political efficiency is given place in
the third chapter in which Power Transition Potential of BRICS members
are assessed through PTT (with its power indicators which are population
size, political efficiency and industrial advancement).

Power Transition, BRICS, and the Shift in Global Economic Order

According to Power Transitions Theory, “peace is preserved well when
there exists an imbalance of power between the dominant nation and other
secondary powers where the dominant nation’s rules are valid in the inter-
national order. War is most likely when there is an even share of power be-
tween the dominant nation and challengers because of the fact that the chal-
lenger finds the necessary bravery and economic, military potential in itself
to launch the challenge against the dominant nation. The main aim of the
challenger here is to change the existing international system in favor of it-
self either with negotiations or with war” (Lai, 2011, pp. 5-8). The BRICS
countries, especially China catching and even passing the world’s dominant
nation (USA) have implied their disturbance from the existing international
system through BRICS summits since 2009 and through other speeches.
Furthermore, BRICS in general and China in particular demands to establish
an alternative international order against the existing hegemonic one in the
monetary field through initiating alternative payment instruments such as
CBDC, local currency usage in bilateral trade, electronic currency (CBDC-
digital yuan), SWAP agreements and international financial messaging sys-
tem (CIPS) etc.

Although colonialism provided with a significant source of power to the
previous hegemony of Britain, colonial structure can not be maintained in
the contemporary world under the US hegemony in which countries mod-
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ernize. Rather than colonialism, internal development of countries (popula-
tion size, political efficiency and industrial advancement) enhances their national
power and makes them global authority. Population size as one of the three
columns of a country’s power, was enhanced through huge immigrations
until WWI, so did the power of countries (Organski, 1958, p. 351). Alt-
hough, it diminished for a while after WWI, immigration continued and has
increased the countries’ power until today.

No earthly thing lasts forever, so does hegemony. An end of a hegemony
often takes place with the initiative of a rival power. In order to avoid or
delay the end of its hegemony, hegemon can apply many ways, as high-
lighted and categorized by Organski below.

Hegemon’s Strategies to Prevent Rising or Potential Rivals

None of the global powers can preserve their dominant position forever,
as has happened likewise so far. Their worldwide role and power were all
taken over by a rival country which increased immensely the three main
components (population size, political efficiency and industrial advancement). Or-
ganski (1958, pp. 347-349) points out that there three alternatives for a
global power to act against the rival country which are

5. Suppressing the rival’s industrialization efforts at its beginning
through interventions into rival’s internal affairs, encouraging it to
specialize in non-industrial sectors (like agriculture and raw materi-
als’” export etc), providing foreign aid and control of credit, manipu-
lating rival’s government and changing it if necessary. (Example:
USA and its satellites and economic dependencies; USSR and its sat-
ellites and economic dependencies)

6. Delaying rival’s industrialization through trade barriers, embargoes,
withholding foreign aids (Example: USA and USSR; USA and
BRICS)

7. Supporting the rival for its industrialization to stay friendly even after
becoming a global power. (Example: Britain and USA)

The Power Transition Theory (PTT) provides a highly relevant frame-
work for interpreting U.S. foreign policy towards the rising power of BRICS.
In this context, it is obvious that the USA is following the second strategy
against BRICS countries since it has imposed tariffs on China more than
$500 billion since 2016 with President Trump and followed by President
Biden (York, 2024). Furthermore, the US president Donald Trump threat-
ened the BRICS nations with the following words on December 1, 2024: “We
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are going to require a commitment from these seemingly hostile Countries that they
will neither create a new BRICS Currency, nor back any other Currency to replace the
mighty U.S. Dollar or, they will face 100% Tariffs.” (Trump, 2024; Balci, 2024;
Shakil, 2025).

A clear indication that the U.S. has preferred the second path outlined
by Organski (1958, pp. 347-349) comes from IMF Chief Economist Pierre-
Olivier Gourinchas (2025). He notes that “the U.S. effective tariff rate
surged past levels reached during the Great Depression,” by marking the
most extensive protectionist wave since the global recession. Gourinchas
warns that these measures augment the U.S.’s risk of entering into a new
recession. These actions also launch counter-tariffs that increase global trade
tensions. In this context, this reflects not only a strategic resistance to rising
powers like China but also a structural admission of hegemonic anxiety in
the face of shifting global power dynamics. This strategic move by the
hegemon shows not only a defensive action against rising powers but also
points to deeper changes in the international order it once shaped and led.

International Order(s)

There may be a single or multiple international order depending on the
number of poles of dominant states in the world. The hegemon state estab-
lishes a system of relations with certain countries which obey the habits,
rules and patterns of the hegemon. Such rules comprise the distribution of
power, benefits, wealth, war, diplomacy, commerce, alliances, and hostility
set by the hegemon and to be obeyed by follower countries (Organski, 1958,
p. 354). Countries in the given established order primarily accept the given
rules and customs mentioned above. Furthermore, international order re-
quires loyalty by beneficiary countries.

Industrialization and Hegemonic Power

Although it is hard to estimate the industrialization levels of each coun-
try precisely, production of pig iron amount would comprehend the progress
of countries’ industrialization level, as used by Organski (1958, p. 358) as
well. In this context, the following figure is used to illustrate the relation
between industrial development and level of global power.

As Buchanan & Ellis (1955, p. 220) and Organski (1958, p. 358) de-
picted in the figure above, the country with the highest production of pig
iron is the hegemonic country at the same in history. The correlation be-
tween industrial development and national power can not be explained with
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coincidence but be suited with the Organski’s Power Transition Theory ex-
actly. Since the Industrial Revolution, Britain witnessed an immense
amount of industrial development which provided it with a huge amount of
power and hegemonic power at the global level.
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=@ UK 6 12 20 68 1396 5964 7749 7904 8960 10217
USA 0 0 1 30 290 1665 3835 9203 13789 | 27384
FRANCE 12 22 26 40 350 1178 1725 1970 2670 4038
@=@== GERMANY 5 10 18 30 170 1391 2729 4685 8381 14793

Figure 1: Production of Pig Iron in Thousands of Tons Between the Years of 1500-1910
figure is collected by the author from the following sources: Buchanan, N. S., & Ellis, H. S. (1955).
Approaches to Economic Development. The Twentieth Century Fund; Organski, A. F. K. (1958). World
Politics. Alfred A. Knopf.

As can be clearly detected in the figure above, the UK was the biggest
pig iron producer between 1790 and 1890 which also reflects the same era
of its global hegemony. Followingly, the USA is obviously the pioneer of pig
iron production as of 1890 among the given countries while it is the same
time when the USA began to dominate the international order and became
global hegemon gradually. Moreover, Germany as one of the challengers to
Britain’s global hegemony could not win the challenge against its contender
(USA). While Germany and the USA were competing since 1800s, the con-
test was won by a large margin by the USA as of 1900 due to the participa-
tion of Germany’s losing side in the WWI and huge industrial production of
the USA.

Distribution of Power and the Rise of Challenger

According to the Power Transition Theory of Organski, periods of peace
and inexistence of a challenge in the international order happen at the times
when a huge imbalance (preponderance) of power prevails between the
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hegemon and other countries. Rise of challengers against global hegemon
are the times when the balance of power exists between the hegemon and
other countries. Such challenges generally end up with wars between the
hegemon and rival (s) and their allies (Organski, 1958, p. 364).

Power Transition Theory puts forth that sustainability of hegemonic or-
der and world peace depends on the emergence of challengers to the
hegemon. The emergence of challengers to the global hegemon is dependent
on countries’ degree of power and their degree of satisfaction from the pre-
vailing international order. Organski (1958, p. 364) stressing the previous,
categorizes the countries into four groups in the context of their probability
of challenging the global hegemon which are

1. The powerful and satisfied (Great Powers like USA, previously Brit-
ain, France, Germany, Japan)

2. The powerful and dissatisfied (Challengers with Great Powers like
China, Russia)

3. The weak and satisfied (Belgium, Norway, Switzerland)

4. The weak and dissatisfied (Indonesia, many nations from Asia and
Africa)

all powers in addition to

Middle &z&vers
(Canada, Argengina. Australia)

M Powers
(Belgium, Norway, Switzerland)

Dependencies

(Jamaica, Liberia)

S Satisfied l:' Dissatisfied

Figure 2:Hierarchy of Powers
Source: Organski, A. F. K. (1958). World Politics. Alfred A. Knopf. P:365

According to Power Transition Theory (Organski, 1958, p. 365), the dis-
satisfaction with the prevailing international system is a critical factor that
drives rising powers to challenge the status quo. In the case of the founding
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BRICS members, this dissatisfaction is no longer hypothetical but has al-
ready been expressed and operationalized.

These countries have repeatedly voiced their dissatisfaction with the ex-
isting hegemonic world order through joint declarations in their annual
BRICS summits4. More importantly, they have launched, developed, and
implemented several concrete monetary initiatives aimed at reducing de-
pendence on the hegemonic financial structures which is the central focus
of this study.

This is also a strong sign of dissatisfaction from the prevailing system by
the BRICS members, which is strong enough launch a challenge. Therefore,
the dissatisfaction phase conceptualized in PTT has already been surpassed
by the founding BRICS members, which eliminates the need for a separate
investigation into this variable.

Establishment and functioning of international order relies on power.
The greater power disparity among the dominant nation and other nations,
the less probable are the challengers to rise (Organski, 1958, p. 365). In
other words, the less power disparity between the dominant nation and
great powers, the more suitable environment for challengers to rise against
the hegemon since they feel themselves closest in terms of power to the
hegemon. Hence, they will apply for the ways to create an alternative inter-
national order in which they benefit more either by overthrowing the
hegemon through hard power or by switching positions in peace. Such ini-
tiatives come from great powers. However, not all great powers challenge
the dominant power since some of them are satisfied by the existing inter-
national order. Such challengers arise among great powers which are not
satisfied from the prevailing international order of hegemon and which are
not getting enough benefits they demand (Organski, 1958, p. 366).

In essence, countries need to increase their industrialization, population
and political efficiency to increase their power at global level according to
the power transition theory. However, when the countries increase their
power at global level with the rapid industrialization and other two compo-
nents, the benefits from the prevailing international order set by hegemon
do not change at the same ratio. Even though they try to benefit more, they

For concrete expressions, see “2009-BRICS’ Joint statement” (BRICS Information Centre,
2009); 2020-XII BRICS Summit Moscow Declaration (BRICS Information Centre, 2020);
2024-XVI BRICS Summit Kazan Declaration (BRICS Information Centre, 2024) and all
other annual joint-BRICS declarations.
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face the hegemonic structure and barriers, which create dissatisfaction
among such countries. In time, they attempt to change the existing interna-
tional order to get the benefits they desire or think they deserve. Such at-
tempts arise from this dissatisfaction and end with either war or smooth
change of hegemonic positions and international order. The switch between
the British and US hegemony in the 20" century is an example of a smooth
transition of power or hegemony while Germany’s challenge against Britain
during WW1I is the example of a challenge against the hegemon through war.
Moreover, Organski notes that the second group of countries which are the
powerful and dissatisfied are the ones which challenge and launch wars
against global hegemon and its order, not the other groups (Organski, 1958,
pp. 361-367).

Overview of Critical and Classical International Political Economies

International Political Economy (IPE) is an autonomous discipline
emerged in the 1970s as a subfield of International Relations discipline. Un-
til the 1970s, politics and economy had different views towards international
subjects, and they focused solely on the special issues reserved to them-
selves. With the calm down of the Cold War in the 1970s, the subjects of
international politics and international economy were merged and the dif-
ferences in their views disappeared in dealing with international issues. In-
ternational Political Economy hence was admitted in the academic literature
as an autonomous inter-disciplinary field during the 1970s (Cohen, 2008, p.
1; Al, 2015, p. 4; Yalvag et al., 2021, p. 7).

IPE refers to “the materialized world- the connections between econom-
ics and politics in real life.” (Cohen, 2008, p. 1). Gilpin (1987, p. 92), on the
other hand, defines International Political Economy as “state and market in-
teractions which includes international division of labor, network of trade,
international monetary and financial system, and rules and regimes govern-
ing these economic activities.”

IPE is a discipline which tries to explain the interaction of state-market
relations, and which seeks to understand how power and wealth shape one
another. The founder of the IPE is Adam Smith who published “Wealth of
Nations” book in 1776 which is admitted as the origin of IPE (Yalvag et al.,
2021, pp. 14-17). IPE is in essence the unification of mainstream interna-
tional politics and mainstream international economics disciplines. The uni-
fication of these two positivist approaches created a new positivist approach
which is IPE. With the emergence of post positivist era in the IR discipline,
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the number of critical approaches IR increased and brought a critical ap-
proach to the IPE which led to the emergence of Critical International Polit-
ical Economy (CIPE). CIPE is defined as “a range of intellectual perspectives
that challenge the assumptions of “mainstream” international political econ-
omy (Cafruny et al., 2016, p. 1).

Cox (1981, pp. 128-129) emphasizes that IPE and CIPE differ from one
another in their approaches to the problems. IPE views and admits the world
as it is with its prevailing social and power relationships and institutions.
IPE does not question the nature and general pattern of given global insti-
tutions and power distributions. Instead, it focuses solely on some specific
problems and relates them with the place where those problems arise rather
than their causality with the given or established international order. IPE
divides the problems into sub-divisions and focuses on the present since it
is ahistorical or non-historical. That’s why IPE is called as problem solving
theory while CIPE is called critical theory (Cox, 1981, p. 129).

CIPE, on the other hand, questions how the given international order,
emerged. CIPE also questions the prevailing international institutions, so-
cial and power relations instead of admitting them like IPE. CIPE focuses on
the continuous changing process or structure of the international social, po-
litical and economic order; or changing reality in essence. With its critical
and questioning nature, CIPE stands with the oppressed and, opposes and
works and stands against inequalities in the prevailing international political
economic order (Yalvag et al., 2021, p. 14).

CIPE bears plenty of valuable approaches within it. Some of them are
Imperialism Theories, Dependency Theory, World System Theory, Neo-
Gramscian Approach, Amsterdam School, International Historical School,
Ecological Marxism, Critical Feminist Political Economy Approach etc.
(Yalvag et al., 2021, pp. 22-27). The explanation of those approaches are not
the subject of this study. However, the main point is that CIPE hosts quite
serious scientific approaches and theories within it.

Researching the countries’ challenging models in financial payment in-
struments against the global hegemony of the US is, of course, one of the
subjects of CIPE and, deserves serious attention and interest. Moreover, it
will contribute to the literature in the sense that it discovers the patterns of
the of the BRICS countries’ challenge in creating alternative payment instru-
ments. Moreover, it will encourage other countries including ours to get rid
of the yoke of hegemonic payment instruments and orders and to find the
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best alternative model experienced by BRICS. Furthermore, it contributes to
the establishment of more fair international order since it will bring the best
practices to light and lead the countries to adopt them.

World System Theories

There are many theories in the literature under the category of world
system approaches. Wallerstein’s Modern World Systems Theory and Mod-
elski’s Long Cycle Theory compose the prominent theories among the world
system approaches. In essence, world system approaches have transformed
into world system paradigms.

Generally, world systems approaches seek to explain and comprehend
the order and changes in international political, social and economic areas
on a global scale with an emphasis on historical systematic order. The most
prominent world system theories related to this study (which are Waller-
stein’s Modern World Systems Theory and Modelski’s Long Cycle Theory)
are explained in the following titles.

Wallerstein’s Modern World-System Theory

Wallerstein defines sovereignty as “totally autonomous state power”. He
regards the roots of the interstate system as the Renaissance and Westphalia
Peace Treaty. (I. Wallerstein, 2004, p. 42) Wallerstein argues that there is
no absolute state sovereignty due to the integral inter-state system com-
posed and sustained by powerful world states. The interstates system has
its own rules, and the survival of states depends on their obedience to the
rules of such an interstate system. The obligation of such obedience reduces
the sovereignty of states which creates the inexistence of absolute sover-
eignty of countries.

The rules of the interstate system are set by the most powerful states of
the world and dictated to the others regardless of whether they desire or
prefer to admit or set them. (I. Wallerstein, 1983, p. 56) Hence, such an
interstate system fundamentally serves the interest of the hegemonic pow-
ers which are the founders of this system.

Wallerstein argues that the existing world system belongs to the modern
times which was established on the basis of capitalist order pioneered by the
USA hegemony (Avcioglu, 2015, pp. 97-99). In other words, the wheels of
the world system are turning for the interest and demand of the USA as the
hegemon power of the 20" and 21* centuries.
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World System Theory is mainly based on core-periphery relations. Wal-
lerstein categorizes the world countries as core countries, semi periphery
countries and periphery countries on the basis of their income level, welfare,
quality of life, capital accumulation etc. With core and periphery conceptu-
alization, Wallerstein creates an ease to comprehend the roles and functions
of world countries. The core countries are the hegemonic powers of the
world that rules the world economy and politics. The periphery and semi-
periphery countries, on the other hand, obey the rules of the core countries.
(I. Wallerstein, 1983, pp. 30-35) The core countries that have huge capital
and high-skill jobs and productions which bring high values while periphery
and semi-periphery countries are the ones which concentrates on the low-
level-labor-intensive jobs, extraction and export of raw materials. Core coun-
tries regard semi-periphery and periphery countries as the market to sell
their products with high values and as a resource of raw materials to buy at
low prices. Core countries are thus the developed countries which will stay
developed while periphery and semi-periphery countries are underdevel-
oped countries which will stay underdeveloped and depended to the core
countries which are composing and steering the world system. What differ-
entiates the core and the periphery is the degree of the products which are
dominant in the relevant countries (I. Wallerstein, 2004, pp. 93-94).

Europe, which experienced a capitalist world economy in the 16" cen-
tury, accumulated the capital and surplus- value through unequal exchange
of products by exporting high-added value products and importing raw ma-
terials. “Unequal exchange” means the transfer of surplus value from pe-
ripheral countries to core countries through the unequal exchange of periph-
eral products and core-products (I. Wallerstein, 2004, p. 98). Such an ex-
change system left the periphery and semi-periphery countries poorer and
made the European countries (core countries) wealthier. Such a system
eliminated the autonomy of periphery and semi periphery countries since
they depended on the core countries and their role in the division of labor in
the constructed world economy. In the existing world system, no state can
have total autonomy. It can only be obtained under a closed economy today
(I. Wallerstein, 1984, pp. 80-84).

The durability of such a system in which the majority of states lack au-
tonomy would not last forever. There has been increasing demand from all
around the world for changing the existing hegemonic world system with a
more inclusive and equal one. The quest for the alternative monies against
the currency of global hegemon to obtain more autonomy is a crucial side of
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such demand, which is the focus of this study. In the contemporary world,
the majority of such quests arise from the BRICS countries and this study is
limited to such quests of BRICS countries.

Wallerstein defines the modern world system as the capitalist world
economy and order which originated in the 16" century of the Europe (L.
Wallerstein, 2004, p. 97). In 2004, Wallerstein pointed out that the modern
world system is in crisis and it can survive twenty five-fifty years at most (I.
Wallerstein, 2004, p. 77). 19 years have passed since Wallerstein’s words
and, distortions and divisions in the existing world system have become
more evident in the last decades which is a significant subject of this study.
Moreover, the quests for alternative monies against the existing hegemonic
structure of the world system became widespread in the last decades and
such initiatives would launch the changes in the world system.

Wallerstein argues that hegemonies destroy themselves. A hegemon
state has always military, economic and political superiority over other
states, and these superiorities are the main dynamics that maintain their
hegemony. In time, other states work hard to catch the hegemon’s economic
superiority in production and achieve the hegemon’s economic efficiency
eventually.

The hegemon which loses its economic superiority also loses its political
clout over other states as well. Meanwhile, the hegemon applies its hard
power (its military superiority which is the only superiority left behind) over
other states which depreciates its economy and image. Eventually, such use
of hard power becomes its end and beginning of other hegemon candidates.
The hegemon destructs itself at the end so much that it finds even its
“global” language as out of date which is accepted by many places in the
world (I. Wallerstein, 2004, pp. 58-59).

In world history, there have always been local and regional wars. How-
ever, the frequency of world wars is relatively rare. Wallerstein points out
that world wars re-shape the world system and such rare wars produce new
hegemons. A new hegemon re-constructs the world system and creates its
own alliance network such as Westphalia, Europe, United Nations, Bretton
Woods. He underlines that as the hegemon loses its superiority over the
world due the decline of comparative efficiency in production, the
hegemon’s competitor/s gain superiority. Following the hegemon’s loss of
economic superiority, its alliance network disintegrates and collapses. Gen-
erally, two main powers emerge as rivals to the hegemon. (Britain and
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France against the Dutch hegemony, The USA and Germany against British
Hegemony; Japan and Western Europe against the US Hegemony) While
the winner of the rivalry becomes new hegemon and old hegemon becomes
the “junior partner” of the new hegemon as can be seen in The English and
the Dutch; the USA and Great Britain examples (I. Wallerstein, 1984, pp.
41-44).

World System Theory of Wallerstein hereby appears as a milestone for
any analysis regarding the inter-state system and hegemony. He analyzes
world history and underlines unequal development of states as the main
reason behind the rise of hegemonic powers or core states and underdevel-
opment of peripheral states.

Wallerstein also analyzes the patterns of the transitions between hegem-
onies and underlines the world wars as the main turning points of the
hegemon changes. Moreover, he contributes to the sovereignty- autonomy
concepts in the capitalist world by stressing that no country can have full or
absolute autonomy in the modern capitalist inter-state system. Therefore,
world-system theory is relatively meaningful and crucial for any study in in-
ternational political economy discipline.

Modelski’s Long Cycles Theory and the World Power Context

One of the most significant theories among the world system approaches
is Long Cycles Theory developed by Modelski in the 1980s. Long Cycles
Theory is a systemic approach to analyze and comprehend better the inter-
national leadership, its order and change with a broader and historical per-
spective by stressing the repetitive and regular phases which leads to the
changes in the history of the global political system. Long Cycles Theory
defends that major wars and global leadership have a repetitive pattern and,
they are related to one another. In other words, it is a management network
based on the relationship between a lead unit and the competitors for lead-
ership (Modelski, 1987, p. 1).

Modelski points out that the global political system emerged after 1500
as a result of the transformation from the pre-modern world system to the
modern world system and the developments arising with the modern world
system. (Modelski, 1987, p. 18). Modelski defines the global political system
as “a set of relationships that stands for addressing defined problems for the
aim of taking collective action at global level.” (Modelski, 1987, p. 8) Mod-
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elski (1987, p. 41) underlines that ocean power (and air power in the mod-
ern world) are the top necessary (but not sufficient) powers for a state to
become a world power from 1500 onward.

In the Long Cycles Theory, Modelski attaches a crucial significance to
the global wars in the regular functioning of the global process. As a result
of his analysis of political history, Modelski (1987, p. 36) describes the
“global war” as the central process of the global political system and defines
it as a critical and decisive step in which a new global leader is determined.

Modelski points out in its Long Cycle Theory that there is a cycle of world
power in world politics for half millennium. The cycle is shown in the Figure
1 below and consists of 5 steps which are “Outbreak of Global war”, “emer-
gence of new world power”, “delegitimation” phase, “deconcentration”
phase, “emergence of challenger to the world power” respectively. Accord-
ing to the Figure 3 below composed by Modelski (1987, p. 40), every world
power has 30 years of lifetime with absolute power. Subsequently, every
world power faces with delegitimation throughout the following 20 years.
Furthermore, every world power faces a deconcentration of its global posi-
tion lasting 30 years approximately following the delegitimation.

Source: Figure 1 has been composed by the author as inspired by Mod-
elski, G. (1987). Long Cycles in World Politics. Palgrave Macmillan. P:40

Figure 4 below composed by Modelski (1987, p. 40) depicts the Long
Cycles in Global Politics. According to it, there have been 5 different world
power phases since the 15" century. Such world powers were switched as
subsequent to global wars. In other words, global wars have been the main
trigger of the changes in world powers. With this regard, Italian and Indian

Global
War
7 |
[Challenger] [ Nel\:l,\gweorrld ]

1 v

[ Deconcentration ] [ Delegitimation ]

Figure 3. Order of Long Cycles in Global Politics

Ocean Wars between 1494-1516 triggered the Portuguese cycle as world
power which lasted between 1516-1539. Portuguese cycle as world power



BRICS’ Initiatives for Alternative Payment Instruments Against Global Hegemony | 63

lasted 20 years approximately and began to lose its legitimacy on the global
level between 1540-1560. Spain with its serious power challenged Portugal
between 1560-1580, which brought the Spanish-Dutch War between 1580-
16009.

Phases
Global war World power  Delegitimation = Deconcentration
Major warfare Nation-state Challenger

Portuguese cycle

1494-1516 1516-1539 1540-1560 1560-1580

Italian and Indian Portugal

Ocean wars Spain

Dutch cycle

1580-1609 1609-1639 1640-1660 1660-1688

Spanish-Dutch war ~ Netherlands France
First British cycle

1688-1713 1714-1739 1740-1763 1764-1792

Wars of Louis XIV ~ Britain I France

Second British cycle

17921815 1815-1849 1850-73 1874-1914

Wars of French Britain II

Revolution and

Napoleon Germany
American cycle

1914-1945 1945-1973 1973-2000 2000-2030

World Wars I & II  United States Soviet Union

Figure 4. Long Cycles in Global Politics
Source: Modelski, G. (1987). Long Cycles in World Politics. Palgrave Macmillan.

Spanish- Dutch War triggered the Dutch cycle as global power which
continued between 1609-1639. In the subsequent 20 years, the Dutch legit-
imacy in the world decreased and France challenged the Dutch in the fol-
lowing 28 years. Wars of Louis XIV between 1688 and 1713 brought the
first British cycle as world power which lasted between 1714 and 1739. It
was challenged by France and lost its legitimation between 1740 and
1763.World power position of Britain deconcentrated between 1764 and
1792. Wars of French Revolution and Napoleon (1792-1815) gave the re-
birth of British world power which continued between 1815 and 1849. It
was challenged by Germany and lost its legitimation worldwide between
1850 and 1873. The second cycle of British global hegemony deconcentrated
between 1874-1914.

Finally, the prevalent global hegemon emerged as a result of World War
I and World War II between 1914-1945. Absolute American hegemony in
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global politics and economy continued between 1945-1973. Following the
thirty years of absolute hegemony just like its predecessors, American he-
gemony entered into an era in which it began to lose its legitimation world-
wide starting with the oil crisis of 1973 until 2000. As can be easily imag-
ined, the challengers to the US in its history are Russia and China. Modelski
(1987, p. 40) foresees that the USA will face a deconcentration in its global
hegemony between 2000-2030.

Modelski’s foresight is significant in the sense that it relies on statistical
data based on historical facts. Furthermore, his foresight also underpins the
main hypothesis of this study which is “There has been a challenge by world
countries against USA hegemony to create an alternative money worldwide since the
2000s.” In this context, Long Cycles Theory’s foresight composes a ground
for this study to establish its theoretical framework since it has a corre-
spondence in practice by BRICS countries as they seek to challenge to the
global hegemon by seeking alternative monies against its hegemonic cur-
rency.

Chapter Summary

This chapter establishes the methodological, theoretical and conceptual
framework of the study. Methodologically, the study adopts a mixed-meth-
ods research design that combines qualitative and quantitative techniques
to analyze the initiatives of BRICS countries in developing alternative pay-
ment instruments against global hegemony. It deploys process tracing, con-
tent analysis, archival research, and statistical analysis of BRICS countries’
monetary initiatives between 2009 and 2024. In order to obtain coherent
and measurable comparisons, standardized Scale of Participation is com-
posed and applied to evaluate the relative engagement of each country with
different instruments in this study’s comparative analysis.

The unit of analysis of this research comprises the five founding BRICS
members (Brazil, Russia, India, China, and South Africa) and it focuses on
their concrete practices in national currency usage in bilateral trade, CBDCs,
swap agreements, and international financial messaging systems. Official
databases from institutions such as the IMF, World Bank, and WTO are
used to supplement primary sources such as the data and press releases from
each country’s central bank and ministries in addition to annual BRICS Sum-
mit Declarations.

Theoretically, this study is established on Organski’s Power Transition
Theory (PTT) which underlines that economic power, population size, and
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political efficiency as the core determinants of a state’s capacity to challenge
the global hegemon. PTT suggests that when a dissatisfied rising power with
these features closes the gap with the hegemon, systemic transformation
becomes more likely. The theory’s framework enables a structured assess-
ment of BRICS countries’ challenge potential to the US’ financial hegemony
as used in the following chapters. In order to empower the theoretical and
conceptual background of the analysis, the research also comprised Gram-
scian and Neo-Gramscian hegemony approaches, World Systems Theory
and Hegemonic Stability Theory, which provides deeper insight into theo-
retical, institutional and structural dimensions of global order.

Conceptually, the study is established mainly on hegemony, sovereignty,
and multipolarity, which are crucial in assessing the dynamics of global fi-
nancial order and the mechanisms through which hegemony obtains and
sustains systemic control. Rather than merely documenting and comparing
policy developments, the study tests the empirical validity of Power Transi-
tion Theory in practice by analyzing how BRICS challenge the prevailing
hegemonic structure through the alternative payment instruments they de-
veloped and implemented. The study thus seeks to project the potential
transformation of the current international order into a more multipolar
structure driven by financial and institutional innovations pioneered by
BRICS.
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GLOBAL HEGEMONY in PRACTICE

The first chapter laid out the theoretical and conceptual background of
hegemony by outlining how different approaches define and explained heg-
emonic power and transitions in the international system. However, it is
equally important to examine how hegemony operates in practice. There-
fore, this chapter explores the international hegemonic order in practice
from a historical perspective as well as the challengers to the global hege-
monic order and their motivations behind their challenge.

Hegemony has corresponded to varying meanings throughout history. It
gained its modern meaning with Gramsci in the 20™ century. Due to the
restrictions in Gramsci’s life, Robert Cox brought the hegemony concept
into international relations discipline (Cox, 1981, 1983, 1996; Yalvag et al.,
2021, p. 32). Although some thinkers argue that hegemonic states with in-
ternational power have always existed since the establishment of first states,
it is rather different according to the Gramscian Approach to hegemony.

Gramsci points out that hegemony can appear under the existence of
both consent and class conflict. Since such features of humanity belong to
the era after the Industrial Revolution of 18th century, hegemonic states can
exist after this era. In this context, two hegemonic states stand out: Great
Britain and the United States of America (Giiler, 2019, pp. 94-95). Since
these two states are hegemonic powers according to the Gramscian Ap-
proaches to hegemony, their hegemonies in practice are significant for this
study to be clarified. With this regard, the two hegemon states in question
are examined below.

It is noteworthy to emphasize that liberal international political eco-
nomic order was dominant under both the US and British hegemonies even
though it is not a necessary condition for a hegemony to exist. It can not be
inferred that liberal international economic order requires hegemony or vice
versa. However, both hegemonies sustained their existence under the liberal
international order.

Before the Industrial Revolution, there were many hegemonic states
which based their power or hegemony on military, economic and political
force. Such states can be exemplified as the Roman Empire in Ancient times,
Spain in the 16" century, Netherlands in the 17% century, France in the 18th
century (Modelski, 1987, p. 40). What makes them different from the Gram-
scian Hegemony perspective is the absence of consent and class conflict in
their hegemonies. Although such states were the most powerful states in
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their century, Gramscian Hegemony Approach does not regard them as
hegemon states because of the class conflict and inexistence of consent
caused by capitalist social and economic structure (Giiler, 2019, pp. 94-95;
Ateed & Ozcan, 2023, p. 754). In this context, there are two main hegemon
states compatible with Gramscian Hegemony Approach which are Great
Britain and United States of America as indicated, examined and compared
in detail below.

Previous Dominations

Varying states became the dominant power at global or regional level in
political history. Rather than mentioning each of them in detail, the promi-
nent ones would be counted as Portugal (1516-1580), Netherlands (1609-
1688), Great Britain (1714-1914), United States of America (1945-) (Mod-
elski, 1987, p. 40). Geographical discoveries (which took place between 15
and 17" centuries) paved the way for states to become effective worldwide
since the awareness of the world and passion to dominate and rule it in-
creased. As can be comprehended above, Western states have become dom-
inant worldwide since the 14" century.

Hegemony in Gramscian understanding is rather different than being
dominant state worldwide. Since Gramsci underlines that hegemony can ex-
ist only in the existence of consent and class conflict under the capitalist
order. (Giiler, 2019, pp. 94-95; Ateed & Ozcan, 2023, p- 754) Such condi-
tions emerged in the world after the Industrial Revolution of the 18" cen-
tury, after which two global hegemon states appeared which are Great Brit-
ain and the United States of America in order. Therefore, the main struc-
tures and features of these two hegemon states will be examined in the fol-
lowing lines.

British Hegemony

Without any doubt, British hegemony has left one of the most influential
impacts on the world’s political history. However, there had been many im-
pediments against the emergence of British Hegemony. The most significant
of them is the proper political economic structure. As underlined above,
Gramscian Hegemony Understanding requires capitalist political-economic
structure which causes class conflict due to the inexistence of consent. The
proper emergence of capitalist political economic structure (and Hegemony
in Gramscian Understanding) in the world took place during the Industrial
Revolution in 18" century in Britain.
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In the pre-industrial period, France was the most powerful and dominant
state of the world until the mid of the 18" century. Britain took over the role
of ruling the world with its new order after its Industrial Revolution which
resulted in tremendous economic, social and political changes and unchal-
lengeable global hegemony. The change of global roles between France and
Britain took place at the end of the Napoleonic Wars (Organski, 1958, p.
355).

Feudalism which appeared after the collapse of Roman Empire in the 5%
century was the most prominent impediment to the emergence of capitalist
economy and British Hegemony since feudalism consisted of a closed eco-
nomic structure in which competition and commercial development were
hindered. Increasing national and international commerce between the 14"
and 18" centuries accelerated the collapse of feudalism (Demirel & Yukarug,
2019, p. 20).

Mercantilist thought which reigned between the 16™ and 18™ centuries
was another step ahead of the British Hegemony. Mercantilism was a pro-
tectionist economic policy in which trade and competition were restricted
and controlled by strict interventions of state which encouraged the exports
of processed goods while prohibiting or limiting imports. If the imports of
raw materials were vital, they were allowed exceptionally (Wallerstein,
2011, pp. 37-40; Demirel & Yukarug, 2019, p. 14; Vaggi & Groenewegen,
2006, p. 3). The Mercantilist period, in which free market and trade condi-
tions were not fully formed, ended with the Industrial Revolution that took
place in Britain in the 18% century, and the necessary conditions for capitalist
economic order and free market were formed.

During the era, Europe witnessed the Enlightenment through Renais-
sance and Reformation movements which paved the way for the emergence
of free thought environment. Such an environment gave birth to scientific
inventions in addition to social and political advancements, which also led
to the emergence of the Industrial Revolution in Britain in the 18" century.
Following the Industrial Revolution, British Hegemony was formed accu-
rately due to the development of capitalism and class conflict (Kogak, 2006,
pp. 42-44).

British Hegemony was not established on an empty ground. Instead,
there were robust columns on which it was placed. Such columns were hun-
dreds of years old and were not easy to demolish. As underlined by Eichen-
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green (2011, pp. 14-15), there are three main components which contrib-
uted to the formation of British Hegemony as listed below and explained
followingly:

e Legacy of Colonialism
e Industrial Revolution
e London as Financial Center of the World

Legacy of Colonialism

The first component of the British hegemony is its colonialist back-
ground. Britain began its colonialism with Queen Elizabeth I in the 16™ cen-
tury after overseas discoveries. The British colonies grew larger over the
years. Between the 16" and 20™ centuries, The British colony ranged from
enslavement to slave trade; from massacre to unfair acquisition and seizure
of underground and surface resources of other countries (Bolat & Ayaz,
2021, pp. 119-130).

Britain carried out its colonial activities mainly through companies. The
East India Company is the first and largest British company established in
1600 which served for the colonial interests of Britain over Asia. The com-
pany was used as a British representative in the colonial competition of Eu-
ropean countries (Dutch and France) in East Asia to colonize them. The
company had its own army and did not hesitate to use hard power over local
people in Asia when British interest got in danger (Reid & Embleton, 2009,

p- 3).

The East India Company applied varying ways to take India under con-
trol including bribery and manipulation of Indian rulers. (Reid & Embleton,
2009, p. 3) The company obtained full control of nearly 150 million people
in the region after the Plassey War with its 50 thousand soldiers against
Bengal Subah and French East India Company in 1757. Afterwards, the com-
pany took control and ruled India until its abolition in 1858 (Celik & Coker,
2021, p. 380; Ergin, 2017, pp. 111-118). It exploited the underground and
above ground resources of India. Moreover, Britain transformed India into a
huge market to sell its products where it established its monopoly by de-
stroying its rivals (France as a result of Seven Years’ war in 1763) and by
obtaining political and commercial privileges by force from India. Further-
more, colonial and commercial operations of the East India Company were
expanded to include Malaysia and Indonesia as well. (Dogan & Erdogan,
2017, p. 839).
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Figure 5: East India Company’s Operational Map
Source: Robins, N. (2006). The Corporation that Changed the World: How the East India Company
Shaped the Modern Multinational. Pluto Press

The figure above indicates the operational world of the East India Com-
pany which served the British colonial interests. As visible in the figure
above (Robins, 2006, p. XVI), the company reaches not only East Asia with
its army but also North America. Its monopolistic trade portfolio varies from
silver, cloth, tea to silk, opium and porcelain.

There were several British companies established and served the British
colonial interests. Each of them had a different goal to maximize the British
Empire and they were deployed to serve in different parts and sectors of the
world. As Caliskan (2022, pp. 106-118) underlined, some of the British co-
lonial companies are listed below.

e Levant Company (established in 1592 to serve the British colonial in-
terests over Ottoman Empire by obtaining privileged position in com-
mercial operations with Ottoman Empire)

¢ Muscovy Company (established in 1555 to sustain monopolistic com-
mercial operations with Russia in the interests of Britain)

e Virginia Company (established in 1606 with the charter of King
James I to control and colonize North America)

e Royal Niger Company (established in 1879 to colonize and control
Niger)
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The borders of the British colonies were so wide that it was ruling 458
million people which was nearly one-fifth of the world’s overall population
in 1922. In the same year, colonial lands of the Empire were so wide that it
was ruling one fourth of the world’s overall land (Cetin et al., 2020). The
borders of British colonies were comprised North America, India, Ireland,
Egypt, Canada, South Africa, Australia, India and so on. Such coverage made
Britain into an Empire under which sun never sets. Millions of slaves under
British control provided Britain with the cheapest workforce it needed for
the industrial production. Meanwhile, the trade of slaves brought a huge
amount of financial revenue to Britain. Such a range of colonial background
which lasted almost 500 years provided Britain with a huge market place,
material, financial and human resources via colonies (C. P. Kindleberger,
1970, p. 73). Such resources were one of the main four columns to boost
British hegemony.

Administration of such a wide colony cannot be realized or sustained
without an advanced institutionalization. With this regard, Great Britain es-
tablished the “Colonial Office” in 1660 to steer its colonies. The Colonial
Office was a ministry level administrative unit tasked to steer, organize, and
monitor the colonial affairs of Great Britain. It had a centralized structure
and it was divided into geographical departments (Northern Department
and Southern Department) in time. (Sainty, 1973) The development of such
an administrative structure and institutionalization provided Great Britain
to enlarge and steer its colony better and faster. Furthermore, this sort of
colonial background prepared and boosted its global hegemony (Organski,
1958, p. 350).

Industrial Revolution

The Industrial Revolution was not an ordinary change in the lifestyle of
human beings. Rather, it shifted production, work, consumption and life-
style habits of people completely. Through the Industrial Revolution, Britain
became the center and launcher of such a radical change in history and its
such central position made it the global hegemonic power of the world
(Callinicos, 2014, p. 275).

The reason behind the location of the Industrial Revolution was not that
Britain owned or hosted the majority of inventions of its era. Rather, what
made Britain different from all other countries for a position of launching
the Industrial Revolution is that it adapted and developed the inventions
made in other countries especially in France (Mokyr, 1992, p. 240). The trick
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of Britain on this issue was that it was converting the inventions into more
useful, profitable, and commercial states. It provided Britain with the posi-
tion of being the center of all commercial inventions’ centers, which brought
huge financial, technological and commercial superiority over the rest of the
world. It composed one of the most crucial columns behind its hegemony.

The Industrial Revolution removed all obstacles to the development of
British hegemony. The industrial superiority of Britain over the world
brought it a kind of economic and political superiority in the global area.
Such superiority turned into a privilege in time and Britain utilized it to
boost its international political-economic position. There are many exam-
ples of such utilization. The Balta Limani Treaty is the exact instance of such
usage since Britain both converted the Ottoman Empire’s economy into a
vulnerable one (by forcing the Empire to lower the taxes on imports and to
raise the taxes on domestic products) and made it dependent on its products
through the regulations on taxes (Balci, 2023, pp. 105-125). Similar to the
Balta Limani Treaty, many commercial treaties were signed in the interest
of Britain, which provided it with a privileged position in the global area and
fostered its global hegemony (Lake et al., 2014, p. 124).

London as Financial Center of the World

Since Britain was the first industrial economy and the leading trading
nation with a stable money and strong banking system, London became the
world’s financial center throughout British hegemony (Eichengreen, 2011,
p. 14). Britain was a huge empire which was ruling nearly 458 million people
on one fourth of the world’s overall land in 1922. Its colonies included many
territories such as North America, India, Ireland, Egypt, Canada, South Af-
rica, Australia, India and so on, as underlined above (Cetin et al., 2020).

Moreover, Britain was the world’s pioneer industrial center which im-
ports raw materials, made mass production, and exported its products to the
rest of the world in pounds sterling. Hence, such a cycle required a financial
center and this necessity created London as the world’s financial hub during
British hegemony. All British foreign investments, British Banks’ foreign
loans were rooted in London. Moreover, the transactions were made in Brit-
ish Pound Sterling, which created a huge amount of Sterling into global cir-
culation. Sterling was the common exchange unit among governments, in-
ternational companies and persons. (Eichengreen, 2011, p. 15) London
played such a crucial role in the formation, strengthening and continuity of
the British hegemony.
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Owning the financial center of the world is quite significant for the heg-
emonic powers since they rule and control the world’s monetary flow from
such center. Moreover, they make the world financially dependent on them
and internationalize their currency. When the volume of a country’s cur-
rency use rises at the international level, its seigniorage income level, its
world leadership, and the world’s dependency on such a country increase.

In summary, what is most necessary for a country to become a hegemon
is provided when the volume of a country’s currency use rises on an inter-
national level. London as the financial center of the world during British he-
gemony fulfilled this duty. Such an important role of being world’ financial
center was taken over from London and carried out by New York during the
American hegemony (Eichengreen, 2011, p. 15).

Great Britain was challenged by both the USA and Germany in the 19%
century and both challengers were industrialized. The USA passed Britain
and all other European countries in terms of power as of WWI. Meanwhile,
Germany passed France and caught Britain. Germany competed and clashed
with France; spent its sources to beat the wrong party in the way of chal-
lenging global hegemony. It was wrong for Germany to battle with France
while the world hegemon (Britain) stayed in peace. Germany, wasting its
resources on the wrong target, lost the chance of becoming the world
hegemon. The USA took as an advantage, made an alliance with Britain,
France and Russia against Germany and defeated it. The USA becoming the
strongest country in the world in terms of economic, military and industrial
aspects obtained the world leadership from Britain in a peaceful manner,
since Britain comprehended that it could not defeat the USA in hard power.
As aresult of the smooth transition of global hegemony from Britain to the
USA, a new set of world order began under the USA leadership and hegem-
ony (Organski, 1958, pp. 353-358).

The US Hegemony

The United States has been applying an imperial policy form which is
not based on land expansion. Rather, it has been running an international
liberal order to serve for the interest of American capital centers. Moreover,
the US must assure the interests of other capitalist countries to ensure the
steady perpetuation of its hegemony. Because the continuation of interna-
tional harmony and peace among the US allies was vital for the continuation
of the US hegemony. As Zbigniew Brzezinski (1997:51) (who President
Carter’s National Security Advisor from 1977 to 1981) underlined that “The
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US hegemony can not be challenged by any state or power in the military,
economic, technological and cultural areas in the world. The only thing that
would terminate the US hegemony or leadership is international anarchy.”

The US has mainly five different hegemonies in its international affairs
which are political, military, economic, technological, and cultural hegemo-
nies. A report published by Embassy of The People’s Republic of China in
The Independent State of Samoa (2023) underlines that through its political
hegemony, the US has interfered in other nations’ internal affairs, instigat-
ing conflicts and imposing its version of democracy. Through its military
hegemony, it has pursued expansionist policies and caused significant hu-
manitarian crises through wars and interventions. Through its economic he-
gemony, the US exploits the dollar’s dominance to manipulate global mar-
kets and impose sanctions. Through its technological hegemony, it main-
tains monopolies while suppressing competitors. Through its cultural he-
gemony, it spreads American values through media and suppresses dissent-
ing narratives. The deeper explanation on the US hegemony, its types and
practical examples are categorized and depicted in the table below.

Table 2: Types and Examples of US Hegemony

Types Examples
.. Interfered in ‘color revolutions’ (e.g., Ukraine, Georgia) and the ‘Arab Spring.’

Political . .
Hegem- Orchestrated regime changes (e.g., Venezuela, Chile).
on & Withdrew from international agreements (e.g., Paris Accord, UNESCO).

4 Promoted divisive alliances like Quad and AUKUS.

- Engaged in wars (e.g., Vietnam, Iraq, Afghanistan, Libya).
Military . o
Hegem- Supported proxy wars (e.g., Syria) and maintained over 800 overseas bases.

& Used destructive weapons, causing millions of refugees and humanitarian cri-
ony .
ses (e.g., Afghanistan, Iraq).
. | Exploited dollar dominance for ‘seigniorage.’

Economic . . .
Hegem- Imposed sanctions on countries (e.g., Cuba, Russia, Iran).
on Attached conditionalities to IMF aid, forcing policy changes.

Y Hindered Japan’s economy through the Plaza Accord.
Techno- Suppressed competitors like Huawei and restricted exports to China.
logical Enforced intellectual property monopolies via TRIPS agreements.
Hegem- Conducted global surveillance and cyber-attacks, including on allies (e.g., An-
ony gela Merkel).

Promoted American values globally through Hollywood and media.

Cultural . . . . . .
Heeem- Censored foreign media (e.g., Russia Today) and manipulated social media
on & narratives.

Y Funded misinformation campaigns targeting socialist countries.

Source: Authors Compilation from Embassy of The People’s Republic of China in The Independent
State of Samoa. (2023). US Hegemony and Its Perils. Embassy of The People’s Republic of China in The
Independent State of Samoa. http://ws.china-
embassy.gov.cn/eng/xwdt/202303/t20230302_11033825.htm
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International institutions which were established and maintained under
the US hegemony have not been neutral so far when the US interest is at
stake which has always been prioritized (Callinicos, 2014, p. 353). The cur-
rent global hegemonic order is closely linked to and built upon institutions
and systems like the International Monetary Fund (IMF), the World Bank,
the Bretton Woods System, the Gold Standard, the Petrodollar, the General
Agreement on Tariffs and Trade (GATT), the United Nations (UN), the Or-
ganization for Economic Co-operation and Development (OECD), North
Atlantic Treaty Organization (NATO), and the dominance of the U.S. dollar
as the world’s reserve currency (Harvey, 2005, p. 54; Callinicos, 2014, pp.
349-355; Batista, 2024). These structures form the foundation and sustain
the U.S.’s global hegemony. To protect this dominance, the U.S. has utilized
its military and economic power against governments in countries such as
Iran, Guatemala, Brazil, Congo, the Dominican Republic, Indonesia, and
Chile, which were perceived as threats to its interests (Harvey, 2005, p. 53).

The “petrodollar” system emerged in the 1970s when the U.S. ended the
gold standard in 1971 and established an agreement in 1975 with Saudi Ara-
bia to price oil in dollars, solidifying the dollar’s global dominance. This sys-
tem tied the dollar to the strategic commodity of oil, reinforcing U.S. eco-
nomic hegemony by ensuring global demand for the currency (Chenoy,
2023, p. 32). Recently, as part of sanctions against Russia, Western nations
imposed a $60 per barrel price cap on Russian oil, leading Russia, OPEC+,
and several oil-importing countries to reject the cap and seek alternatives to
dollar-based payment systems for oil trade (Julia et al., 2022).

The USA enjoys the comfort of steering the world partly through the
USD'’s reserve status. It is especially important that the country coining the
reserve currency can influence the countries using reserve currency in vari-
ous ways as listed below (Batista, 2024).

Firstly, the country coining the reserve currency can affect the countries
using the reserve currency through interest rate decisions. By increasing in-
terest rates, the hegemon country increases the value of its currency and
decreases the value and labor of the dependent country’s currency as long as
it does not increase.

Secondly, the country issuing the reserve currency can also exert influ-
ence by controlling the supply of its currency in global markets. When the
hegemon country tightens its monetary policy, for example by reducing the
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money supply, it can cause liquidity shortages in countries that heavily de-
pend on the reserve currency. This can lead to economic instability in these
countries, as they may struggle with inflationary pressures or difficulty in
meeting their debt obligations, especially if these debts are denominated in
the reserve currency.

Thirdly, the reserve currency country can impose sanctions or restrict
access to its currency as a tool of foreign policy. This has significant implica-
tions, as countries reliant on the reserve currency for international trade and
debt repayments might be forced to alter their political alignments or eco-
nomic policies to avoid economic sanctions. This dependence can reduce the
policy independence of these countries, as they may need to align their strat-
egies with the interests of the hegemon to maintain access to the reserve
currency. The US has so institutionalized the economic sanctions through
USD and western centered financial systems that it has an office for it named
“The Office of Economic Sanctions Policy and Implementation” (2025)
which is in charge of composing and enforcing sanctions related to foreign
policy. Furthermore, these benefits, their utilization by the USA are also ad-
mitted by the USA’s Congressional Research Service (2024) and published
in their report. According to this report, the economic sanctions of the US
have the following targets

e “Policy or Regime Change: Broad sanctions destabilize economies
to force policy shifts or regime change (e.g., Iran, Russia).

e Targeting Revenue Sources: Restrictions on key sectors, central
banks, and financial systems apply economic pressure.

e Direct Pressure on Decision-Makers: Focused sanctions target
officials or supporters without broad economic disruption (e.g.,
Venezuelan president’s spouse).

e Disrupting Illicit Activities: Cuts financial resources for criminal
and terrorist networks.

The report (Congressional Research Service, 2024) bears another inter-
esting result related with the implication of the USA’s economic sanctions
on the target countries’ policies (if they change or not). According to it, eco-
nomic sanctions do not always result in immediate and direct changes in the
policies of target countries. For example, Russia, Venezuela, and Iran have
countered sanctions by strengthening economic ties with China and Russia
in addition to developing their own financial systems. Cuba and North Ko-
rea, on the other hand, faced long-term sanctions and have not change their
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regime but they faced increased isolation. Moreover, the report concludes
that unilateral sanctions tend to have limited impact, whereas multilateral
sanctions (e.g., UN-backed) are generally more effective.

In the long run, economic pressure may push some countries to negoti-
ate, but those with strong alternatives continue to resist. Expecting imme-
diate policy change from the sanctioned countries would be true. However,
it has not turned out to be the key tool resulting in policy change. Rather,
sanctions result in serious depreciation in the economy of target country.

In contrast, Dizaji and Farzanegan (2024) looks at the implication on the
target country’s policy change from another angle and conclude that alt-
hough economic sanctions may not cause instant policy changes, they often
push target countries to reshape their economic strategies, seek new trade
partners, or develop alternative financial systems to diminish their effects.
For example, Iran and Russia responded to sanctions by closing with non-
western countries and augmenting trade with China and other non-Western
economies. Additionally, some sanctioned countries developed alternative
financial systems, such as Russia’s MIR and China’s CIPS, to bypass re-
strictions. These adjustments demonstrate that while sanctions may not al-
ways lead to direct policy change, they drive economic and financial restruc-
turing in target countries.

Finally, exchange rate manipulation is another way the reserve currency
country can wield influence. By adjusting its currency’s value relative to oth-
ers, the hegemon can make its exports cheaper or more expensive, impact-
ing the trade balances of countries dependent on the reserve currency. This
can create competitive disadvantages for these countries, affecting their local
industries and export capacities, while strengthening the hegemon’s eco-
nomic position in global trade. A concrete example of this situation is the
Plaza Accord (1985)5, as a result of which the USA depreciated the value of
the USD to address the trade surplus of advanced economies (especially Ja-
pan) with the U.S. (Chua et al., 2002, p. 20).

On September 22, 1985, the G-5 nations (comprising the United Kingdom, France, West
Germany, Japan, and the United States) convened at the Plaza Hotel in New York to solve
the problem of the USA’s trade deficit against these countries and agreed on the execution
of the USD’s value depreciation (that took place nearly 50% against such currencies in 5
years), which had adverse impacts on the countries in question (Chua et al., 2002, pp.
20-22).
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Another example of this case took place during Asia Financial Crisis of
1997-1998 in which exchange rates of many East Asian countries’ (Korea,
Malaysia, Thailand, and Indonesia) were pegged to the USD and fluctuations
hit the countries trade balances and inflation rates seriously. Meanwhile, the
USA kept the value of the USD intentionally strong and augmented the size
of the disaster even further to keep its economy safe. As a result, the USA
enjoyed cheaper imports from such countries (Harrigan, 2000, p. 71; Inter-
national Monetary Fund, 1998).

Similar case took place during 2008 financial crisis in which USA applied
“quantitative easing policy” and the FED’s total assets jumped from about
$0.91 trillion on September 3, 2008, to around $2.2 trillion by November
12, 2008 in addition to reducing interest rates to zero. This policy’s aim was
to stimulate the US economy and obtain the advantage of international com-
petition thanks to the low exchange rates. The US obtained this advantage
while the Europe and China suffered from the declining exports due to the
depreciation of the USD against their currencies (R. Robinson & El Nasser,
2013, p. 33; Seker & Demirel, 2019, pp. 3-14).

Such examples can be found in both 2022 FED’s decisions on increasing
interest rates highly and its adverse implications on the global south (Bakul-
ina et al., 2024, p. 6). The US president Donald Trump’s explicit press re-
leases in both 2017 (Anadolu Agency, 2017) and 2025 (Reuters, 2025) de-
picts that he is in the same path of adjusting the reserve currency’s value in
accordance with interests of the USA. As depicted in these examples, the US
has directed its trade balances by strategically increasing and decreasing the
value of the dollar through monetary policy. Major trading partners Japan,
Germany, China and developing countries have been mostly affected by
these fluctuations.

As a consequence of this privileged structure, the reserve currency posi-
tion of the USD and the western centered international monetary system are
provided to the USA the following benefits (Balci, 2024; Batista, 2024; Julia
et al., 2022; Callinicos, 2013; Shakil, 2025; Dizaji & Farzanegan, 2024):

1. Unlimited Liquidity: The US can print USD for its (trade and debt)
deficits.

2. Low Borrowing Costs: High USD demand keeps US interest rates
low.

3. Monetary Influence: Fed policies shape global capital flows and cen-
tral banks behaviors.
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4. Trade Advantage: The USD’s dominance reduces exchange rate
risks, which promotes countries to use it in their international trade
and, this ensures the maintenance of US hegemony and its means.

5. Sanctions Power: The US enforces economic sanctions via USD.

6. Exchange Rate Control: The US adjusts USD’s value for trade bene-
fits.

7. Reserve Currency Demand: Central banks prefer holding US dollars,
which gives the US the ability to influence such countries due to their
dependency.

8. Commodity Pricing: Oil and gold are priced in USD, which increases
the domination of the USD and USA.

9. Economic Stability: USD as reserve currency augments the confi-
dence in the US economy by the world.

Through its central bank (FED), the USA shapes the world’s economic
outlook, trend and overall condition. According to a report published by the
World Bank and written by Arteta et al. (2022), “FED interest rate hikes
raise borrowing costs, trigger capital outflows, and weaken currencies in de-
veloping countries. Aggressive FED policies (reaction shocks) increase the
risk of financial crises. If hikes are due to U.S. economic growth, the impact
is less severe. In 2022, many developing countries faced debt crises and
sought IMF support.” As indicated, the world economy, especially the
emerging economies, are dependent to the USA and its central bank’s deci-
sions, which makes them economically bounded to the USA. It provides the
USA with the advantage of steering their necessity of USD liquidity in ac-
cordance with their compliance with the US demands. Numerically, The
World Bank report in question (Arteta et al., 2022, pp. 4-42) indicates to
the decisions of FED on the developing countries’ economies as follows:

“25-basis point increase in the U.S. 2-year bond yields raises the
probability of a financial crisis in developing countries from
3.5% to 6.6%.

In 2022, the increase in the U.S. interest rate raised 2-year bond
yields by 114 basis points, which raises the financial crisis prob-
ability in developing countries to 40%.

25-basis point rise in the U.S. interest rates leads to a 25-basis
point increase in 10-year bond yields in developing countries,
making borrowing more expensive.
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Every 25-basis point increase in the U.S. interest rates triggers
capital outflows and causes an average 3% depreciation in de-
veloping countries’ currencies.

The increase in the U.S. interest rate raises inflation in develop-
ing countries by 0.5-1% in the short term due to higher import
costs caused by currency depreciation.”

As mentioned above, the worldwide usage of the USD provides many
advantages to the USA and its hegemony. In order to provide a comprehen-
sive analysis of the US hegemony, two main parts follow which are the meas-
urement of the US’ hegemony with financial indicators and the historical
development of the US as given in detail below.

Measurement of The US Hegemony with Financial Indicators

The financial dimension of the US hegemony is a critical aspect of its
global dominance, and it is deeply rooted in the pervasive role of the USD in
international systems. Financial indicators such as COFER (Currency Com-
position of Official Foreign Exchange Reserves) and the Index of Interna-
tional Usage of USD provide measurable and concrete data in the evaluation
of this dominance. These indicators are vital tools to assess the reach and
resilience of the USD as a cornerstone of the global financial architecture.

The hegemonic role of the United States becomes evident in two main
ways by using the two indicators in question. Firstly, the extensive adoption
of the USD in global reserves shows its central role in ensuring liquidity and
stability for economies worldwide. Second, the dollar’s widespread usage
across trade, investment, and debt further solidifies its indispensability and
thus provides the US with unparalleled influence over global financial sys-
tems.

By integrating these metrics into the analysis, the study provides a com-
prehensive framework for understanding how the US’ financial hegemony
evolves over time by highlighting the interaction and correlation between
currency dominance and geopolitical power. While COFER and the Index of
International Usage of USD serve as independent indicators, their combined
analysis provides a robust basis for evaluating the level of the US financial
hegemony in an increasingly multipolar world.

Currency Composition of Official Foreign Exchange Reserves

COFER (Currency Composition of Official Foreign Exchange Reserve)
is the most preferred indicator in the assessments of the USD dominance
and the US’ financial hegemony in the literature. The figure (International
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Monetary Fund, 2024) below displays the share of the U.S. dollar in official
foreign exchange reserves (COFER) from 1995 to 2024. Namely, the
COFER data indicates the proportion of global reserves held in different cur-
rencies while this figure concentrates on the USD shares in global reserves
held by central banks. According to the figure which was compiled from In-
ternational Monetary Fund (2024), the USD’s share in global reserves in-
creased from around 58.9% in 1995 to a peak of 72.7% in 2001, which could
be attributed to the strong confidence in the U.S. economy and the dollar’s
status as a safe-haven currency. At this period, the stability and relative
strength of the U.S. economy in the late 1990s made the USD a preferred
reserve currency for central banks worldwide.
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Figure 6: World Currency Composition of Official Foreign Exchange Reserves (Q2 of Every Year)
Source: International Monetary Fund. (2024). World Currency Composition of Official Foreign
Exchange Reserves. International Monetary Fund. https://data.imf.org/regular.aspx?key=41175.
13.11.2024

Following the hikes between 1995 and 2001, the USD’s share in foreign
reserves gradually declined to 60.9% by 2011. This period comprises the
2008 global financial crisis, which may probably have a diminishing effect in
the confidence in the USD as central banks began diversifying their reserves.

Following a stable period between 2012 and 2014, the USD’s worldwide
shares began to diminish from in 2015 (65,3 %) onward and decreased to a
historic low level which is 58,2% as of 2024 Q2. In other words, USD’s
shares at global level have never seen such a low level since its first record
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in 2015. Additionally, the 2024’s USD share also shows that the US hegem-
ony through USD has historical low level as of 2024. It also indicates that
countries worldwide diversified their reserves and added other currencies
like the euro, the Chinese yuan, and alternative assets else than USD due to
the decrease in confidence to the USD and US. Finally, the decrease in the
indicator in question shows a shift toward multipolar and diversified finan-
cial world by the financial authorities worldwide.

In short, the USD’s shares at global level have four phases in its history
as I categorize which are Initial Rise Phase (1995-2001), Gradual Decline
Phase (2002-2011), Stable Period Phase (2012-2014) and Historical Decline
Phase (2015-2024). The figure in essence illustrates the declining domi-
nance of the USD in official foreign exchange reserves and reflects a global
trend toward currency diversification (Arslanalp et al., 2024). Although the
USD remains the primary reserve currency, the data suggests a gradual move
by central banks to explore alternatives. This trend aligns with global eco-
nomic shifts and reflects a more multipolar approach.

The table below indicates a historical view of the composition of official
foreign exchange reserves (COFER) from 1995 to 2024. Although the share
of allocated reserves was low in the initial years of data, it increased espe-
cially in the last decade, which provides more meaningful data and confi-
dence in the global currency reserve system. This table is significant in the
sense that it helps comprehend and compare the position of USD among
other currencies in global reserves. According to the table, the shares of the
USD have been declining gradually since 2000 and rapidly since 2015 while
other currencies like Chinese Renminbi has doubled their shares from 1,1%
to 2,1% in the last 7 years.

Table 3:World Currency Composition of Official Foreign Exchange Reserves

199 |199 199 (200 (200 |200 ({200 (200 |201 (201 |201 |201 (201 |202 {202 |202
5 7 9 1 3 5 7 9 1 3 5 7 9 1 3 4
Shares of|74,5|78,8 (77,3 |78,1 73,5 |67,5 62,4 |56,8 |54,5 |54,5 |63,9 {83,2 {93,9 {93,3 {92,7 |92,9
Allocated
Reserves
USD 58,9 (65,1 (72,1 |72,7 |66,2 |65,8 |64,9 [62,8 |60,9 |62,1 [65,3 |63,8 |61,3 (59,2 |59,4 58,2

Euro 17,6 |17,6 |25,0 24,6 |25,2 |27,6 26,5 |23,7 |19,9 |20,0 |20,6 {20,6 (19,7 |19,8
Chinese 1,1 11,9 12,6 (2,4 |2,1
Renminb

i
Japanese (6,7 |57 |56 |54 (41 |41 (3,1 |3,0 (3,7 |3,8 |3,6 |46 |55 |56 |54 |56
Yen
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Pounds (2,1 |2,6 (2,8 (2,6 [2,6 [3,7 |47 |43 |41 |3,8 |46 (44 |45 |47 (48 |49
Sterling
Austral- 1,7 |1,7 (1,8 |1,7 |1,8 (2,0 |2,2
ian Dol-
lars

Canadian 1,8 |1,8 (1,9 |1,9 |2,3 (2,5 |2,7
Dollars
Swiss 0,3 10,3 |0,2 |0,3 |0,2 |0,1 |0,2 |O0,1 |O,1 (0,3 |0,3 (0,2 |0,1 |0,2 (0,2 |0,2
Francs
Deutsche (15,8 |14,5
Mark
ECUs 8,5 [6,1

French |24 |[1,4
Francs
Nether- (0,3 0,4
lands
Guilders
Other 49 (39 |1,6 |14 (1,8 |1,7 |20 (2,2 (4,7 |2,8 |29 (2,2 (2,4 |3,0 |3,6 |42
Curren-
cies
Shares of|25,5 21,2 |22,7 21,9 |26,5 32,5 |37,6 |43,2 |45,5 45,5 |36,1 |16,8 |6,1 |6,7 |7,3 |7,1
Unallo-
cated Re-
serves
Source: International Monetary Fund. (2024). World Currency Composition of Official Foreign Exchange
Reserves. International Monetary Fund. https://data.imf.org/regular.aspx?key=41175. 14.11.2024

The Pound Sterling is also another currency which more than doubled
in 2024 compared to 1995 by increasing to 4,9% in 2024 from 2,1% in 1995.
Australian and Canadian Dollars are among the currencies which increased
their global shares up to 50 % in 2024 compared to 1995. There is approxi-
mately 10 percent increase in the Euro shares in 2024 compared to 1999
although it witnessed an increase nearly of 50 percent in 2009. Swiss francs
has depicted a stable view between 1995 and 2024 in its shares at global
reserves.

Although the USD has gradually lost ground to other currencies like the
euro, yen, and, more recently, the Chinese renminbi, the USD is still domi-
nant, The euro remains a key reserve currency, though its share has slightly
declined. The emergence of the Chinese renminbi as a reserve currency high-
lights China’s growing economic influence. When the overall landscape of
the table is examined, it can be easily detected that many currencies aug-
mented their shares in the global reserves while the USD decreased to a level
in 2024 lower than it was in 1995. It depicts that multipolarity and diversi-
fication increases in the financial reserves of the world while the USD and
US dominance decreases in the last decade.
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Index of International Usage of USD

The figure below shows the index of international usage of USD. The
index is derived by Board of Governors of the Federal Reserve System (2023)
as a weighted composite, where each currency’s role in global foreign ex-
change (FX) reserves accounts for 25%, FX trading volume for another 25%,
issuance of foreign currency-denominated debt for 25%, foreign currency
international banking claims for 12.5%, and foreign currency international
banking liabilities for 12.5%. Because information on foreign currency debt
issuance is only available starting from 2005, the 2005 figure is extended
backwards to fill in earlier years. Although the index above is not the most
used indicator of the US hegemony through USD usage worldwide, it is sig-
nificant to note that it comprises the harmony of quite beneficial other indi-
cators related to the international preferences on currencies.
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According to the index above, the USD usage and its domination world-
wide did not face a huge difference between 2001 and 2022. The USD usage
was 68,1 percent in 2001 and dropped to its lowest level as 65 in 2004 and
2007. The worldwide usage of USD was at its peak in 2016, and it has shown
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a downward trend since its peak. The index is notable due to its composi-
tion, and it shows significant data on the usage of USD worldwide which
has been more or less stable since 2001 according to the index in question.
However, COFER (Currency Composition of Official Foreign Exchange Re-
serve) is more meaningful and preferred in scientific studies than the index
in question as examined above.

Development of the US Hegemony

This section examines the historical trajectory through which the United
States established its global hegemony, focusing on pivotal events and sys-
temic transformations that shaped its rise. The discussion begins by analyz-
ing the global economic order before World War I, dominated by the British
Empire, and the transition from the gold standard to a more fragmented
financial system during the war. The transformation of the United States
from a debtor nation into the world’s largest creditor during and after World
War I is explored as a key turning point in its ascent.

The importance of this section lies in its detailed examination of foun-
dational economic and institutional shifts, including the role of international
monetary systems, the rise of the USD as a global reserve currency, and the
establishment of international organizations like the IMF, World Bank, and
WTO. By understanding the historical roots of US hegemony, this section
provides a basis for analyzing the durability of its dominance and the chal-
lenges posed by emerging powers in the contemporary global order.

World Wars, Europe as Debtor and The US As Net Creditor

Before World War I, the global economic structure was functioning on
the basis of the gold standard. Central Banks were adjusting the volume of
their currency in accordance with the gold they had. The center or heart of
world’s finance and trade was London which contained the world’s largest
financial, trade and insurance institutions. The British Empire was operating
23,7 percent of the world trade in 1910 while it was 26,6 percent of share in
1890. (Kynaston, 1996, p. 262)

British hegemony mainly began with the Industrial Revolution in the
1700s and lasted until World War 1. The main components which made
British hegemony dominant all over the world were its international compa-
nies, factories with mass productions, coal mines, its supremacy at seas
(ships using coal and steam power provided cheaper transportation costs),
vast soils with agriculture, overseas colonies which provided enormous re-



86 | BRICS’ Initiatives for Alternative Payment Instruments Against Global Hegemony

sources, demand and consumption of British products, its military and eco-
nomic supremacy over the world. The main principle of the British hegem-
ony was “Free Trade Policy”, which enabled it to sell its products all over
the world with cheaper prices (since it industrialized earlier than any coun-
try, it obtained the relative advantage in costs which boosted its trade and
hegemony) (Kogak, 2006, pp. 48-53).

However, each central bank had to choose a side in a critical dilemma
between adhering to the gold standard or leaving it to finance the huge ex-
penses of war during the eve of World War I. Britain and the United States
picked the former way while Germany, France and Russia picked the latter
way. The second group paid the costs of this decision with huge inflation,
being net debtors and so on. In addition to the devastating effects of WWI,
the way that such countries chose became determinants in the new world
order in which the US became the new global hegemon. As Gilpin (1987, p.
79) underlines that devastating financial and political effects of WWI, emer-
gence of rival powers, 1929 financial crisis and the US rising dominant
power became determinants of the decline of the British hegemony and the
rise of the US hegemony.

The US financed WWI by giving huge credits to Britain, Germany and
France and this was its earliest steps on the way of becoming world
hegemon. In essence, WWI era became the turning point for the US fate
transforming from a country of sole production living under the shadow of
worldwide British hegemony into a net creditor and world leader. Moreover,
the WWI era was not only transforming the US into world leader but also
dissolving the British hegemony since it lost a huge treasury to afford the
expenses of WWI by borrowing from the US (Temin & Toniolo, 2008, pp.
81-83).

Germany, France and Britain (World Hegemon of the relevant era) lost
a huge amount of resources during WWI. The foreign assets lost by these
three European powerful creditors reached $12 billion which is more than
one-third their investments throughout the 19 century (Royal Institute of
International Affairs, 1937, p. 131; Temin & Toniolo, 2008, p. 81).

The United States, on the other hand, became the economic winner of
WWI. At the beginning of the war, the foreign borrowing by the USA was
about 3$ billion more than its investments abroad. However, WWI trans-
formed the USA from being in debt into a net creditor. Its foreign long-term
assets became $ 6.5 billion while its liabilities were just $2 billion in 1919.
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(Temin & Toniolo, 2008, p. 81) The footsteps of the US hegemony thus
became sound at the end of the WWI. The British hegemony was still alive
after WWI although it lost a great deal of treasury to afford the expenses of
war
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Figure 8. World Economy between 1924-1930 (in millions of USD)
Source: Temin, P., & Toniolo, G. (2008). The World Economy between the Wars. Oxford University Press

The Figure above is significant in depicting the economic view of the
world after WWI. As depicted in the figure above, The US became the big-
gest creditor of the world between 1924 and 1930 by supplying nearly $5,5
billion USD credit to Germany, the British Empire, and other countries.
While the strongest countries of the 19" century (such as British Empire as
global hegemon, Germany and other powerful countries) went into the debt
pool due to the devastating effects and costs of World War I, the United
States began to shine in the world by leading the financing part of the world
as the biggest a creditor. Among the creditor countries, credits supplied by
the United States almost doubled the sum of credits supplied by the other
creditor countries during the time between 1924 and 1930.
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Figure 9: Share of the USD and Pound Sterling in the Stock of Global Foreign Public Bonds and
Exchange Reserves
Source: European Central Bank. (2023). The International Role of the Euro, June 2023. European
Central Bank. https://doi.org/10.2866/063496. p:56

Figure 7 above indicates the share of the USD and pound sterling in the
stock of global foreign public bonds and exchange reserves which is provided
by the European Central Bank, (2023, p. 56). According to it, the USD out-
performed the Pound Sterling in the stock of global foreign public bonds in
the 1920s for the first time. Although it was not persistent for a decade and
lost the top to the predecessor, the USD caught its dominant and perennial
position in foreign public bonds in 1929, which is convincing evidence of
the onset of the USD domination over the globe.

Following the end of WWI, the share of the global foreign public bonds
fell in half while the USD shares increased tenfold. This indicator is signifi-
cant in the sense that the world countries began to prefer the USA and its
currency rather than Britain, which is a matter of trust and hard, soft, eco-
nomic political power.

Although there is limited data in the literature for the given time period
of the both currencies’ share in the global foreign exchange reserves, accord-
ing to the European Central Bank (2023, p. 56) it is obvious that pound
sterling shares fell to a third of the USD in just two years following 1929. In
other words, the USD shares in the global exchange reserves increased more
than a half between 1929 and 1930. the USD surpassed the hegemony of
the pound sterling and came to the top in global exchange reserves in 1929,
which was also a convincing sign of the beginning of the USD hegemony in
the world.
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The USA, which was accumulating its strength until WWII, established
its hegemony through international organizations, systems, regulations fol-
lowing the WWIL. The order established by the US continues its existence
with a decrease in impact. However, it is still shaping the world’s political
economic structure relatively much. With this regard, the structure and
functioning of this global hegemonic order through its institutions and reg-
ulations is examined below.

The Gold Standard

The gold standard is a monetary system in which a currency is fixed to a
predefined amount or ratio of gold. In other words, any country adopting
the gold standard assures the people that it will exchange its currency with
the gold at the predetermined or pre-announced rate or amount unless it
changes the ratio or amount. Such standards are advantageous since they
prevent inflation caused by over issuance of currency. However, they are dis-
advantageous since they can cause liquidity problems which can also lead to
political problems.

The US adopted the sole gold standard between 1879 and 1933 although
it used bimetallic standards (gold and silver) beforehand. The gold standard
was established to have a safe and inflation free economy in the US. How-
ever, it was annulled in 1933 due to the liquidity problems faced by com-
mercial banks and the state. The liquidity problem emerged especially after
WWI in which countries were faced with huge amounts of demand (Eichen-
green, 2019, pp. 14-19) The adoption of gold standard converted the USD
from local currency into a globally valid currency for which any country be-
came willing to exchange their currencies with the USD since it was backed
with gold. Although the gold standard dream did not last long due to the
liquidity problem, its influence on countries persisted and fostered the US
hegemony.

Bretton Woods System

World War I disrupted the supply and demand chain and balance. More-
over, it deteriorated the economies of countries, caused huge inflation and
or liquidity problems throughout the world (Haberler, 1964, p. 6). The
world economy which faced innumerable difficulties between WWI and
WWII went through a new international monetary system after 31 years of
break from the gold standard. The US initiated series of meetings in Bretton
Woods (a town in the US) with 44 countries to regulate the international
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political-economic order. Eventually, the US established its international
monetary order which is known as Bretton Woods System in 1944.

According to the Bretton Woods System, the USD was indexed to gold
at a predetermined ratio while the currencies of other countries were in-
dexed to the USD directly. It meant that the USD became the sole medium
of exchange of international trade and economy, which provided the US with
a huge privilege, seigniorage revenue, base for the US’ global hegemony.

The Bretton Woods System also meant that the USA was ensuring the
world for exchanging their currencies with the USD and gold indirectly. In
essence, it made the USD the reserve currency of the world. However, it was
a hard responsibility to sustain since liquidity problems of both domestic
and global markets and inflation jeopardized the future of the Bretton
Woods System. As a matter of fact, the Bretton Woods System was annulled
in 1970 due to the aforementioned problems.

Although the Bretton Woods System was terminated in 1970, the re-
serve currency position of the USD which was inherited from the Bretton
Woods System continued. In other words, the USD went on being the me-
dium of exchange and reserve currency of the world although the system
which supports this position was abolished.

The Bretton Woods System also brought the world the establishment of
three international institutions which are the International Monetary Fund,
the World Bank, and the International Trade Organization or the World
Trade Organization (International Monetary Fund, 2002). As the sole and
dominant winner of WWII, the US established its worldwide hegemony
through these three international institutions and rules fostering its hegem-
ony.

Many theorists such as Callinicos (2013, p. 390), Dooley et al. (2004, p.
307) put forth different theories towards the current world structure. One
of the most relevant one regarding the context of this study explains the
world structure with the Bretton Woods II System. In the second version of
the Bretton Woods System, the balance in the world order has changed to
distribute the weight towards multiple poles.

After the end of the Bretton Woods System I, Europe and Asia developed
their industrial economy and increased their exports to the US. However,
the US began to give excessive amounts of account deficits which have been
financed by the world through the worldwide usage of the USD. Moreover,
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the declining use of the USD worldwide in the last decades and increasing
current account deficits of the US connote that its global hegemony has lost
power, trust and influence over the world. It led the other ends of the poles
of global hegemony to apply for the establishment of alternative interna-
tional order(s) since they developed their economy through industrializa-
tion and international commerce, and their political structure. In other
words, some countries which have the potential to challenge when they have
sufficient power developed excessively in economic, industrial, political and
technological fields throughout the time in which the USA enjoys its world-
wide hegemony. Such a development in power encourages the other ends
like BRICS countries to get more benefits from the existing international
order (Organski, 1958, pp. 340-360). When they can not get the necessary
benefits, they demand and think they deserve, they got motivated more to
establish alternative international order in the economic and political field,
which forms the research area of this study and are examined in the follow-
ing chapter.

International Organizations Supporting the Global Hegemony

As it was underlined above, the global hegemony of the US has been
maintained through some international institutions such as the World Bank,
the United Nations (UN), the International Monetary Fund (IMF), the
World Health Organization (WHO), the World Gold Council, the Organi-
zation of the Petroleum Exporting Countries (OPEC), the World Trade Or-
ganization (WTO). Such institutions were established by the initiatives of
the US to set up, develop and sustain its hegemony over the world.

“During the East Asia Crisis of 1997-1998, the Clinton ad-
ministration disabled and prevented the proposal from Japan to
establish an organization named Asian Monetary Fund since it
would limit the power of the IMF to steer the crisis in question.
Meanwhile, the IMF forced the Asian governments to establish
policies which will convert the Asian markets into more vulner-
able ones against the domination of the American capital and to
weaken the East Asian Model or Dirigism6“ (Callinicos, 2014,
p. 354).

Dirigism is an economic model commonly used by Asian countries. In this model, the
state plays an important and decisive role in control and the direction of investments in
the country. In dirigist economies, states generally steer the financial resources to the way
they want via the private firms guided by the state or via the institutions established and
run by the state directly (Bevir, 2024).
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The institutional architecture of the global financial and economic sys-
tem has not only reflected but actively supported the hegemonic position of
the United States. These institutions, while presented as neutral and multi-
lateral, often operate in ways that consolidate the dominance of the
hegemon and reduce the policy autonomy of emerging economies. The fol-
lowing examples highlight how the structural functions and decision-mak-
ing mechanisms of these institutions have served to maximize the US inter-
ests, even sometimes at the expense of regional alternatives or broader sys-
temic equity.

“The existing international economic rules and rule-making in-
stitutions support the sustainability and continuity of American
power and domination over the world. Moreover, they provide
an excessive amount of benefit to the US while delivering the
other countries disproportionate and unfair benefits compared
to the hegemon. Furthermore, the international structure in
question diminishes the autonomy of other countries while it
increases the domination of the USA. Such a structure feeds and
boosts the American economy and it finances the development
of the American military, which ensures the sustainability of its
global hegemony” (Wade, 2003:77).

Chapter Summary

This chapter examines the historical development and institutionaliza-
tion of global hegemony by focusing on the successive hegemonies of the
British and American international orders. After drawing the theoretical
foundations in Chapter 1, this chapter demonstrates how global hegemony
has been exercised through material capabilities, political legitimacy, and in-
stitutional mechanisms. The chapter illustrates how the British Empire es-
tablished its worldwide hegemony on its global financial regime based on
sterling dominance, colonial trade networks, and naval supremacy especially
through the foundation for liberal economic norms.

Following the decline of British hegemony between the WWI and WWI],
the United States developed its hegemonic leadership, and institutionalized
its dominance through the Bretton Woods system, the IMF, the World Bank,
and later, the U.S. dollar-based international order after the WWIL These
institutions not only brought economic stabilization and reconstruction
(collapsed with the world wars) but also provided the US with the ability to
influence the global economic system. In this context, the chapter analyzes
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the advantages the US gains from this system particularly through mecha-
nisms such as seigniorage, control over SWIFT, dominance in international
lending, the ability to maintain persistent current account deficits, and to
access financial resources at lower costs.

This chapter also gives place to the indicators used for the measurement
of the US hegemony in the literature which are mainly “currency composi-
tion of official foreign exchange reserves (COFER)” and “index of interna-
tional USD usage”. The chapter concludes that hegemonic power is sus-
tained not only through economic superiority but also through the ability to
shape international rules and institutions. Comprehension of the historical
functioning and background of the hegemony of the US and its predecessor
(Great Britain) is vital for the analysis of the extent to which BRICS can
challenge the prevailing global hegemony.
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ASSESSING THE POTENTIAL of BRICS’ to CHALLENGE GLOBAL
FINANCIAL HEGEMONY: A POWER TRANSITION THEORY PERSPECTIVE

This chapter constitutes the analytical core of the study by integrating
the theoretical assumptions of Power Transition Theory with the empirical
motivations that drive BRICS members to initiate alternative payment in-
struments. Building upon the historical and institutional foundations estab-
lished in the previous chapters, this section not only evaluates the capacities
of the BRICS countries to challenge but also explores the underlying moti-
vations behind their efforts to reshape the existing global financial order.

These motivations vary from the pursuit of greater benefits within the
international system to the desire for increased sovereignty and the resolu-
tion of currency asymmetries. They form the empirical connection between
systemic dissatisfaction and re-construction of the international (financial)
order. Accordingly, this chapter presents a comprehensive framework to as-
sess the theoretical challenge potential of BRICS members and composes
the ground for evaluating the practical implementation of these objectives
in the subsequent chapter.

Motivations Behind the Initiatives of Alternative Payment Instruments

International political economic order(s) (state and market relations, in-
ternational division of labor, network of trade, international monetary and
financial system, and rules and regimes governing these economic activi-
ties), according to Gilpin, have emerged as a result of hegemonic wars. Be-
fore nation states, imperial states or world empires dominated the interna-
tional political economic order for their interests. In the modern world con-
sisting of nation states, international political economic orders are set by
hegemonic-nation states on their benefits. (Great Britain in 19" century,
USA since 20" century). The international order in question has always been
questioned by the less beneficiaries, and some of them challenged for the
change/reform in the system for their benefits or for capturing the world’s
leadership as made plenty of times by BRICS members (Crowe, 2025).

The hegemons which acquire more benefits from any other state, on the
other hand, have always either declined the demands of change or made a
reform for the continuation of their interest in the system. This process of
change either ends up with a hegemonic war or peaceful resolution (Gilpin,
1987, p. 92). Although the duration and the way chosen after the demand
for change in international order (either by force or in peace) varies, the re-
sult (which is the change of hegemony in hand) does not change.
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In spite of the fact that the countries demand for change in international
system as a result of their declining interest they get from the order, there
are varying motivations behind the countries’ initiatives of establishing al-
ternative payment instruments. Although the number of such motivations
are many for each country, general structure of these motivations can be
categorized under three groups which are

1. The desire to obtain more benefits from international system

2. The desire to increase sovereignty by eliminating the dependency on
the global hegemonic country and its supporters in terms of political
and economic aspects.

3. The desire to eliminate the loss arising from currency mismatch

Desire for More Benefits from the International System

Following the dissolution of the Bretton Woods System I, Europe and
Asia experienced significant industrial growth and boosted their exports to
the United States. However, the United States began accumulating substan-
tial account deficits, which were funded globally through the widespread use
of the USD.

Furthermore, the diminishing global reliance on the USD in recent dec-
ades, coupled with the escalating US current account deficits, signify a wan-
ing of its global hegemonic influence, trust, and power. This shift prompted
other emerging powers to seek alternative international orders, given their
economic, industrial, political, and technological advancements, contrasting
with the era of US hegemony. Notably, the rise of powers like the BRICS
nations, as Batista (2024) underlines, underscores the pursuit of greater
benefits within the existing international framework, forming the focus of
this study for exploring alternative economic and political orders.

In essence, countries must enhance their industrialization, population,
and political efficacy to bolster their global power, as per power transition
theory. However, despite their efforts to increase global influence through
rapid industrialization and other means, their benefits within the estab-
lished international order do not proportionately improve. This discrepancy
between power and benefits fosters dissatisfaction among these countries,
leading to attempts to reshape the existing international order to align with
their desired benefits. Organski (1958, pp. 361-367) suggests that such at-
tempts may culminate in either peaceful transitions of hegemony, like the
shift from British to US dominance in the 20th century, or in conflicts such
as Germany’s challenge to Britain during World War 1. Notably, Organski
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emphasizes that the powerful and dissatisfied are the primary instigators of
challenges and conflicts against the global hegemon and its established or-
der.

Consequently, countries which are late to the development race of in-
dustrial world can not acquire the benefits equal to their production, power
or contribution to the international order because of their predecessor (s)
which establish this order to serve mostly for their interests. The latecomers
to the industrial and economic race are mostly deprived of equal economic
and political benefits from prevailing international order. As Organski
(1958, p. 366) noted in his Power Transition Theory that such countries
initiate the changes and challenges in the international order. Therefore, the
desire to get more benefits they lack from the international order can defi-
nitely be regarded among the motivations behind the countries’ initiatives
to establish alternative payment instruments against the prevailing hege-
monic order.

For Sovereignty

Wallerstein defines sovereignty as the “complete autonomous control
over state affairs.” He traces the origins of the interstate system back to the
Renaissance and the Peace of Westphalia (I. Wallerstein, 2004, p. 42). Ac-
cording to Wallerstein, absolute state sovereignty doesn’t exist because of
the interconnected nature of the interstate system, which is upheld by dom-
inant world powers. States must adhere to the rules of this system for their
survival, thereby diminishing their sovereignty.

The rules of the interstate system are established by the most influential
world powers and imposed on others, regardless of their consent or prefer-
ences (I. Wallerstein, 1983, p. 56). Consequently, the system primarily
serves the interests of hegemonic powers, the architects of this system, as
Wallerstein argues.

Wallerstein contends that the contemporary world system, rooted in
capitalist principles, emerged under the hegemony of the United States
(Avcioglu, 2015, pp. 97-99). Therefore, the functioning of the world system
largely serves the interests and agendas of the USA, the dominant power of
the 20th and 21st centuries.

When the diminishing sovereignty of the countries is taken into consid-
eration, their efforts and initiatives to establish alternative payment instru-
ments can be comprehended since they demand to obtain complete control
on their decisions regarding their countries. Such control is impossible so
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long as they stay in the prevailing international hegemonic order to survive
in international trade and politics. Such rebellions or challenges require al-
ternative models to escape, to take refuge in and to defend. Hence, the initi-
atives in question derive from the countries’ demand to increase their sov-
ereignty by throwing of the yoke of hegemon’s international system.

For Currency Mismatch Problems

Currency mismatch is one of the serious problems faced often by espe-
cially emerging countries in international trade for ages. It is defined as the
influence of the changes in exchange rates on the current discounted worth
of future income and expenditures (Goldstein & Turner, 2004, pp. 21-23).
In other words, currency mismatch means the discrepancy between denom-
inated currencies of an organization’s assets and liabilities.

Currency mismatches generally cause losses due to fluctuations in ex-
change rates. Emerging economies are the main victims of such losses since
they want to develop their economy by borrowing or importing in foreign
currency while owning assets and selling in local currency. Emerging econ-
omies with their volatile structures are so vulnerable against the losses
caused by the changes in exchange rates. Mexico, East Asia countries, Tii-
rkiye, Argentina and Venezuela are some of the countries which have faced
with severe results of currency mismatches for several decades.

Countries which suffer from the losses caused by the currency mis-
matches look for solutions. One of the solutions for which they apply is to
establish or to attend alternative international order in which they can make
international trade in their local currencies or at least with the currency of a
side of the trade. BRICS countries are the leading group in the world which
are seeking such a solution. They generate several solutions and apply them
in their international trade. Although such applications do not compose the
highest stake of the world trade, they initiate and sustain such sort of alter-
native payment instruments, which compose the essence of this study.

A recent study by Ranciere and his friends showed that currency mis-
match has dual effect which are economic growth and severe economic cri-
sis. The study covering between 1998 and 2009 periods and analyzing doz-
ens of countries showed that a country which faced a currency mismatch rise by
6.6% annually ended up with a GDP that was 4% greater than a country which did
not face with such an increase in currency mismatch. Although, Ranciere and his
friends’ study show such a positive correlation between the currency mis-
match and economic growth, they underline the other side of the coin by
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noting that increase in the currency mismatch causing by huge fluctuations
in exchange rates can cause severe economic crisis, which is what occurred
in many countries so far. (Ranciere et al., 2010, p. 601). Exchange rates do
not always remain horizontal like national and international economy and
politics. This case deprives the country’s ability to adjust the rate of currency
mismatch, so does its risk of bankruptcy. Such unpredictability pushes coun-
tries look for alternatives as underlined above.

Main causes of currency mismatch are found in a study as country’s size,
inflation volatility, and exchange rate depreciation. The study also indicates
that de-dollarization policies (like minimizing debt, effective monetary pol-
icies, higher institutional quality and higher export orientation,) minimizes
the risk of currency mismatch and original sin problem (Venkatesh &
Hiremath, 2021, p. 721).

Currency mismatch is mainly associated with foreign currency denomi-
nated debts (FCD). Since FCD has lower costs in terms of interest rates,
FCDs are preferred by emerging markets. However, the volatility in ex-
change rates harms such parties’ FCDs and their overall economic balance,
which gives birth to the currency mismatch problem.

The table below shows the Daily Turnover of Global Foreign Exchange
Market in billions of USD which was provided by (Statista, 2022; The Bank
for International Settlements, 2022). According to it, USD as the currency
of global hegemon dominates the daily turnover of global foreign exchange
market since the beginning of the data given which is 2001 until 2022. The
data collection frequency of this variable is triennial. In this context, it is
obvious that USD shares in daily turnover of global foreign exchange market
has always dominated the market with over 85 percent of all foreign ex-
changes.

Table 4: Daily Turnover of Global Foreign Exchange Market (in bn USD)

2001 | 2004 | 2007 | 2010 | 2013 | 2016 | 2019 | 2022
Total (bn $) 1,239 | 1,934 | 3,324 | 3,973 | 5,357 | 5,066 | 6,581 | 7,506
USD (bn $) 1,114 | 1,702 | 2,845 | 3,371 | 4,662 | 4,437 | 5,811 | 6,639
USD (% of total) | 89,91 | 88,00 | 855 | 84,8 | 87 87,5 |882 | 8384

Source: The table was composed by the author with the data provided by the following sources which
are: Statista. (2022). Forex Market Daily Volume 2001-2022. Statista.
https://www.statista.com/statistics/247328/activity-per-trading-day-on-the-global-currency-market/.
30.04.2024. ;The Bank for International Settlements. (2022). OTC foreign exchange turnover in April
2022. https://www.bis.org/statistics/rpfx22_fx.htm. 30.04.2024.
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This domination means that the world is using USD in their daily activ-
ities even if they do not engage with the USA in commerce. Such exchanges,
especially borrowings, lead to the currency mismatch problems which is
mainly arising from the dramatic changes in exchange rates. Borrowing in a
foreign currency, especially in USD with its low costs of interests attracts
the people. However, it leads to huge loss due to the volatility in the emerg-
ing markets. Due to the reasons aforementioned above, people look for al-
ternative international order in which they do not get harmed by the prevail-
ing domination of a hegemon’s currency, which leads to the initiatives of
alternative payment instruments.

BRICS Countries

BRIC is an acronym coined by Jim O’Neill in 2001 to refer to the country
group consisting of Brazil, Russia, India, and China. In his report, O’Neill
noted that the four countries in question especially China would dominate
the global economy in the next decade and reshape it until the middles of
the 21 century (O’Neill, 2001a, p. 6; Tett, 2010; Asct, 2019, p. 40). BRIC is
not a group sharing the common geographical area, history, nation or reli-
gion. Rather, high population, rich underground resources and rapidly in-
creasing gross domestic products are the main common features of the BRIC
countries.

As Jim O’Neill underlines that BRICS countries’ population, work force,
productivity catch-up and their growth rates are quite higher than most ad-
vanced countries and those are what make them unique and what will bring
them to the center of the world’s economy-politics in the coming 30 years
(O’Neill, 2021, pp. 10-12)

Although BRIC as an acronym or group was coined in 2001, its corre-
spondence as a group movement found reality on September 20, 2006, at a
ministry level- separate meeting of BRIC countries during UN General As-
sembly session in New York. The meeting was initiated by Russia in which
the defense ministers of relevant countries gathered and agreed upon their
shared interest on increasing multilateral cooperation. (BRICS Information
Portal, 2023) The meetings of BRIC countries continued in the following
years. Foreign ministries of BRIC countries met in Russia on May 16, 2008.
A turning for BRIC took place on July 9, 2008, in which the first presidential
level BRIC meeting was set in Tokyo under BRIC umbrella. A new tradition
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emerged with the BRIC summits which took place in Russia in 2009. After-
wards, these summits have been held regularly every year and 15 BRIC sum-
mits were organized so far (BRICS Information Portal, 2023).

BRIC enlarged in 2011 with the participation of South Africa and BRIC
transformed into BRICS. BRICS was defined in the 3™ BRICS Summit Sanya
Declaration in 2011 as a platform for dialogue and cooperation in economic,
political, financial and development fields based on the principles of open-
ness, solidarity and mutual assistance (Ministry of Foreign Affairs of the
People’s Republic of China, 2011).

BRICS countries are concrete and living examples of how power and in-
fluence are altering or evolving continuously in the global politics and econ-
omy. BRICS countries have been challenging the domination of Western
economies and institutions by working for the establishment of multilateral
world order (Kiliger, 2023, p. 9).

Main objectives of BRICS countries since its establishment are to provide
and support the justice and fairness in the global governance system and
international monetary system; to promote and increase cooperation in
economy, finance, commerce, education, culture, industry among member
countries (Ministry of Foreign Affairs of the People’s Republic of China,
2022). Since its establishment, BRICS countries demand for more just in-
ternational monetary and reserve currency system. They have expressed
their discomfort with the main hegemonic structure of the international gov-
ernance system, especially in international financial system comprising cur-
rency (Kelly, 2009; Batista, 2024).

BRICS’ demand for broad-based reserve currency system and offer many
alternatives including SDRs with a developed form (Ministry of Foreign Af-
fairs of the People’s Republic of China, 2011). BRICS countries declare their
discomfort with the existing global system since it creates winners and los-
ers due to its structure; and they call for a just structure in which any country
is represented and authorized in any fields. With this regard, they look for
alternative ways of international reserve currency system, which composes
the main research area of this study.

Institutions and Arrangements of BRICS

International organizations sustain their existence with institutions, or-
gans, agencies, rules, agreements and arrangements, which makes them re-
liable, predictable and transparent for both members and non-members.
United Nations, for instance, has many organs including the International
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Labor Organization (ILO), the Food and Agriculture Organization of the
United Nations (FAO), the United Nations Educational, Scientific and Cul-
tural Organization (UNESCO), and the World Health Organization
(WHO). Throughout time, BRICS constructed its own acquis, institutions,
organs, agencies, arrangements, principles, goals etc. New Development
Bank (NDB), Contingent Reserve Arrangement, Annual BRICS Summits
and Declarations are some of them. In this context, this part examines those
institutions in brief.

New Development Bank (NDB)

New Development Bank (NDB) was a common initiative of BRICS to
promote and provide financial resources for infrastructure and sustainable
development solutions in emerging markets and developing countries. The
New Development Bank was established in July 2015. The headquarter of
NDB is located in Shanghai, China. Main focus areas of NDB are clean en-
ergy and energy efficiency, transport-infrastructure; water and sanitation,
digital infrastructure, environmental protection, social infrastructure (New
Development Bank, 2023a).

NDB is an economically strong and reliable institution since it received
AA+ from S&P and Fitch in 2018. In addition to the USD, New Develop-
ment Bank accepts the loans in EUR, CNY, ZAR and CHF, which is a sup-
portive feature to its challenge to the global hegemony (New Development
Bank, 2023b).

NDB operates in various geographical areas of the world. Africa Regional
Center (in Johannesburg since 2017), Americas Regional Office (in Sao
Poulo since 2019), Euroasian Regional Centre (in Moscow since 2020), In-
dia Regional Office (in Gujarat since 2022) are key regional centers of NDB
with which it operates on the relevant geographies. Moreover, Bangladesh,
Egypt, United Arab Emirates (UAE) and Uruguay became NDB members
since 2021 in addition to BRICS countries (New Development Bank,
2023b).

With its strong structure and well-designed financial support to the
BRICS and other developing countries, NDB contributes to the future’s sus-
tainable projects and developments of the relevant countries (Batista, 2024).
Moreover, NDB constitutes a strong financial and developmental union
among the BRICS countries in front of the other international financial in-
stitutions (such as International Monetary Fund (IMF), World Bank) which
are functioning under the hegemonic structure of the USA. Furthermore,
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NDB is relatively significant means that contributes to the liberation of
BRICS countries from the hegemony of financial world dominated by the
West since NBD provides the BRICS countries with the necessary financial
support they need.

Contingent Reserve Arrangement (CRA)

Contingent Reserve Arrangement (CRA) is one of the most significant
progresses achieved by BRICS countries in financial field against global he-
gemony arranged in 2014. The CRA was a financial pool established by
BRICS countries to utilize during the financial crisis, instability or liquidity
periods by them through currency swaps (Press Information Bureau Gov-
ernment of India Cabinet, 2015). The CRA was established with a budget of
$100 billion. The contributions of BRICS countries were as follows: China $
41 billion, Brazil, Russia and India $18 billion each, and South Africa $ 5
billion (BRICS Information Centre, 2014).

It should be noted that the function and utilization of CRA by BRICS
and other emerging economies provides an independence from IMF to some
extent (Batista, 2024). Although it does not have a huge economic reserve,
it represents an alternative to the prevailing global hegemonic structure in
the political economic field. It provides the BRICS countries with financial
stability and solves short-term liquidity problems.

Annual BRICS Summits and Declarations

The Annual BRICS Summits, as stated above, began its journey in 2009
in Russia and have been held annually since then. Before 2009, BRICS coun-
tries have set various meetings at different levels. However, the main and
first BRICS summit was held in 2009 and has declared outcome documents
every year since the first summit. Such declarations are of great significance
since they include the BRICS countries’ common targets, goals, strategies in
global political economic area. Moreover, such declarations also include the
BRICS’ common demands from the international world.

Furthermore, they also reflect the views of BRICS countries on the
world’s overall political-economic status and course. BRICS declarations are
significant in the sense that they reflect the above-mentioned views of
BRICS countries which are owning 33 percent of world’ annual GDP, 40
percent of world’s population, 28 percent of world’s overall surface area. (In-
ternational Monetary Fund, 2023a; The World Bank, 2023; World Bank,
2021) BRICS with such a huge significant indicator creates an deep impact
on the world thanks to its annual summit declarations.
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Capacities of BRICS in Power Transition Theory Context

In the framework of Power Transition Theory, the ability of a state to
challenge the prevailing hegemon is closely tied to their aggregate power
which includes economic size, population, political efficiency. This section
evaluates the capacities of the BRICS countries by examining these key in-
dicators to determine whether they possess the foundational capacities nec-
essary for a meaningful systemic challenge. The chapter approaches these
capacities by reflecting the extent to which BRICS members fulfill the pre-
requisites of PTT as challengers. By analyzing population size, political effi-
ciency, and industrial-economic development, this section provides the em-
pirical foundation for assessing BRICS’ potential to reshape the current
global financial order.

BRICS’ Population and Land Area

BRICS countries as emerging economies attract the attention of research
projections about them since they are projected to be the shining stars of the
world by 2050. This projection has been supported by BRICS countries’ ris-
ing indicators in the past few decades. As it is indicated in table below,
BRICS countries compose the 40,64 percent of world’s overall population as
of 2023. India has the world’s highest population in the and China follows
it with a small gap. As detailed in table below, the World Bank (2023) re-
search show that BRICS countries composed 43,8 percent of world popula-
tion in 2000 while they are sharing 40.64 percent of the world population as
of 2023. Moreover, the research in question estimates that BRICS countries
will preserve their share in the world population with a little loss and they
will compose 35,14 percent of the world’s overall population in 2050.

The World Bank (2023) data in table 1 below further demonstrates that
India has the world’s highest population with 17,81 percent share in the
world while China chases it with 17,60 percent as of 2023. The report pre-
dicts that China will face a diminishment in its population in 2050 and it
will decrease to 13,35 percent of the world population while India is pre-
dicted to preserve its population in 2050. Brazil, Russia and South Africa
compose nearly 5 percent of the world population as of 2023 and there will
not be a dramatic change in their populations in 2050.

As it can be easily comprehended from the data in the table below and
the analysis above that BRICS countries have a serious population in the
world, and it is nearly half of the world population as of 2023 (Crowe, 2025)
and will be one third of the world in 2050. Such a huge population has great
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potential in terms of work force for production; market for consumption and
business; power for technological and scientific innovation; facility to influ-
ence the of the world economy-politics. Therefore, BRICS countries are con-
siderably significant to analyze in terms of their impact on the world hegem-
ony and its direction since they are the group of countries which have been
challenging the global hegemony most.

Table 5. BRICS Countries Population Share in The World

2000 2023 2050
Share Share in Share
Coun- Population in the Population the Population in the
try World World World
(%) (%) (%)

India 1.059.633.675 | 17,24 1.428.627.663 | 17,81 1.670.490.596 | 17,27
1.262.645.000

China 20,54 1.411.878.144 | 17,60 1.291.395.968 | 13,35
Brazil | 175.873.720 2,86 216.422.446 2,69 230.885.725 2,38
?i:s- 146.596.869 2,38 143.036.336 1,78 131.453.104 1,35
Sm{th 46.813.266 0,76 60.414.495 0,75 73.529.753 0,76
Africa

BRICS

TO- 2,691,562,530 | 43,8 3.260.379.084 | 40,64 3.397.755.146 | 35,14
TAL
Source: The World Bank. (2023). Population Estimates and Projections: DataBank. The World Bank.

https://databank.worldbank.org/source/population-estimates-and-projections. Date of Access:
13.11.2023

As indicated below, (World Bank, 2021), BRICS countries make up 28
percent of world’s overall land area while the US is only 7 percent. Such a
huge proportion makes BRICS countries significant players of the world
arena since they are powerful in areas of economic, population and land ca-
pacity. Roughly one third of world’s overall land is ruled by BRICS countries
and it reflects a huge capacity.


https://databank.worldbank.org/source/population-estimates-and-projections
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Table 6: Surface Area of BRICS, USA and the World

Country Surface Area (Square Km- | Percent of World Surface
2021)

Russia 17,098,250 12,17

China 9,562,910 6,8

Brazil 8,515,770 6,06

India 3,287,260 23

South Africa 1,219,090 0,86

BRICS Total | 39,683,280 28,24

United States | 9,831,510 6,99

World 140,486,937 100

Source: World Bank. (2021). Surface area of World, Brazil, China, India, South Africa, Russian
Federation, United States. World Bank Open Data.
https://data.worldbank.org/indicator/AG.SRF. TOTL.K2?end=2021&locations=1W-BR-CN-IN-ZA-RU-
US-TR&start=2021&view=chart. 29.12.2023.

When the individual country cases are examined, Russia comes forward
with its vast lands which makes up 12 percent of world’s overall land area
and nearly half of BRICS’ total land area. China and Brazil have nearly the
same land capacity which are composing 6 percent of world’s land area each.
India and South Africa do not have huge land area like the rest of BRICS
countries, and they have nearly 3 percent of world’s land share in sum.
When the American and BRICS’ overall land capacity are compared, it can
be easily detected that BRICS have four times more land than USA, which
creates the BRICS a huge opportunity to challenge the world’s hegemon in
terms of land capacity.

Economic Structures of BRICS

Throughout the time passed after WWII, global south countries, espe-
cially BRICS, developed their economy and began to demand more benefits
or equal share of benefits from the international order. The reason for their
demand is because they officially caught and passed the advanced economies
of the world. Under this title, the economic outlook of the BRICS countries
and their placement in the world economy is analyzed below.

The figure below indicates the BRICS countries’ share in global GDP
based on purchasing-power-parity (PPP) between 1995-2028. According to
(International Monetary Fund (2023), China and India have drawn an ag-
gressive and upward growth line since 1995. China owned 5,8 percent of the
world’s GDP in 1995; increased its share to the 18,8 percent in 2023 and
predicted to continue its growth by catching 19,6 percent of global GDP
share in 2028. Furthermore, China has owned the highest GDP among the
BRICS countries since 1995. China has always more than double of global
GDP share of India (which has always been the second biggest economy of


https://data.worldbank.org/indicator/AG.SRF.TOTL.K2?end=2021&locations=1W-BR-CN-IN-ZA-RU-US-TR&start=2021&view=chart
https://data.worldbank.org/indicator/AG.SRF.TOTL.K2?end=2021&locations=1W-BR-CN-IN-ZA-RU-US-TR&start=2021&view=chart
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the BRICS) since 1995. Owning almost one fifth of the world’s GDP is a
serious indicator for challenging a hegemon (USA) which is holding 15,42
percent of global GDP as of 2023. India, on the other hand, owned 3,6 per-
cent of the world’s GDP in 1995; doubled its share to the 7,5 percent in 2023
and forecasted to continue its growth by having 8,8 percent of global GDP
share in 2028.

Compared to India and China, other BRICS countries have drawn a
straight line since 1995. Russia composed 3,4 percent of the world’s GDP in
1995; decreased to the 2,9 percent in 2023 and forecasted to continue de-
creasing to 2,6 percent in 2028. Brazil held 3,4 percent of the world’s GDP
in 1995; decreased its share to the 2,3 percent in 2023 and forecasted to
continue decreasing to 2,2 percent in 2028. South Africa having 0,8 percent
of world’s GDP in 1995 increased it to 0,6 percent and expected to decrease
to 0,5 in 2028.

India and China are the powerful states of the BRICS in terms of both
economy and population while the other three members (Russia, Brazil and
South Africa) are weaker compared to the first two. Although the starting
point of India, Russia and Brazil were the same in 1995 in terms of their
global GDP share, Russia and Brazil could not catch India in terms of the
growth in global GDP share since India more than doubled while the other
two diminished their share. South Africa is the weakest member of BRICS
in terms of both economy and population.
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Figure 10. BRICS' and USA’s Share in Global GDP Adjusted for Purchasing-Power-Parity (PPP)
Source: Author’s compilation from International Monetary Fund. (2023). World Economic Outlook

(October 2023)—GDP based on PPP, share of world. GDP Based on PPP, Share of World.

https://www.imf.org/external/datamapper/PPPSH@WEO. 16.11.2023
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When the USA is included into the chart, the position of the BRICS
countries against the hegemon become clearer. With this regard, 2016 be-
came the breaking point for the hegemon since it was the first time at which
a BRICS member country owned equal share at global GDP with the USA.
Following 2016, the gap between the two countries widened. China starting
its global GDP share journey with 5,8 percent in 1995 more than tripled its
global GDP share in 2023 by reaching 18,8 percent while it is forecasted to
continue growing in 2028 by reaching 19,8 percent. USA, on the other hand,
began the same journey with 19,7 percent in 1995 which was nearly three
times that of China. However, USA could not preserve such an advantageous
position and lost its 4.3 percent share in 2023 by decreasing to 15,4 percent
share of global GDP. It is forecasted that USA will continue decreasing global
GDP share until 2028 in which it will have 14,6 percent share of global GDP.

The down trend in the USA’s global GDP share and uptrend in the Indian
share are likely to continue after 2028 and it is not hard to foresee that Indian
share in global GDP share will surpass the US’ share in the next 20 years.
Russia, Brazil and South Africa are not likely to face with a huge rise in their
shares when their stable trend since 1995 is taken into consideration. The
three countries in question are not composing a enormous share individu-
ally. However, they are components of a big unity (BRICS) and they mean a
lot together.

The Figure below compares BRICS countries’ and the US’ share in global
GDP in an adjusted way for purchasing power parity (PPP). The figure is
crucial in the sense that it displays the overall GDP share of BRICS countries
in the world and enables us to compare it with the USA’s share in global
GDP. With this regard, it’s relatively clear that BRICS countries owned
nearly one third of the world’s overall GDP in 2023 (Crowe, 2025) while
USA owned 15,4 percent in the same year. BRICS countries’ s global GDP
share was double of the US share. It is significant to note that BRICS is a
union of countries which acts together and with notice against global he-
gemony. Hence, the size of the power taking counteraction against global
hegemony is considerably noteworthy since it would not be taken seriously
if it was a small union with 1 percent of global GDP share. However, what
is crucial about the BRICS is their economy since they are composing one
third of the world’s GDP and their GDP is projected to continue growing. It
is forecasted that BRICS global GDP share will increase to 33,7 percent in
2028 while USA share in global GDP will decrease to 14,6 percent in the
same year.
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Moreover, the comparison of the trends of both BRICS and USA shares
in global GDP between 1995 and 2023 shows that USA has a down trend
with a loss of 25 percent at global level while total of BRICS countries has
increasing trend during the same time period with nearly 100 percent in-
crease in global GDP shares. Therefore, the actions and quests of the BRICS
countries against the global hegemony are significant in the sense that they
are composing one third of the global economy and standing as the biggest,
most serious and promising opponents of the global hegemony. Their quests
for alternative monies against USD would compose the most serious steps
towards the future’s world without hegemony at least in the monetary field.
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Figure 13. BRIC and USA’s General Government Debt Percent of GDP 1995-2022

Source: International Monetary Fund. (2022). Global Debt Database—General Government Debt:
Percent of GDP. https://www.imf.org/external/datamapper/GG_DEBT GDP@GDD. 17.11.2023.

The Figure above indicates BRIC and USA’s General Government Debt
in Percent of GDP between 1995-2022 provided by International Monetary
Fund (2022). According to it, USA’s General Government Debt in Percent
of its GDP was 69,1 percent in 1995 while average of BRICs was 45,6 percent
in the same year. For 1995, China showed the best performance among
BRICS and USA by having 21,6 percent of debt while India and USA showed
the worst debt performance by having 69,1 percent in the same year.


https://www.imf.org/external/datamapper/GG_DEBT_GDP@GDD
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Throughout the time between 1995-2020 USA debt in percent of GDP in-
creased with fluctuations. USA has reached highest level of debts in its his-
tory during 2020 coronavirus pandemic by having 126,4 percent. Although,
it repaired some of its debts, it is the country with the highest debt in the
world in 2022 with 121,4 percent (International Monetary Fund, 2022).

Average of BRICS countries debt in percent of their GDP became 66,3
percent in 2022 which is roughly the half of what USA had in the same year.
Such indicator is so meaningful since it indicates the economic resilience of
a country. Since the USA has 21,4 percent more debt than its annual GDP
as of 2022, it would put its economy into a serious danger if no precautions
are taken. When the consistent rise in its debts since 1995 is taken into ac-
count, it does not provide a promising view and confidence in the medium
term as supported by O’Neill (2021). Russia became the country which
shows the best performance in decreasing the debt in percent of GDP since
it decreased its debt from 135,2 percent in 1998 to 19,6 percent in 2022
which is nearly approximately 1 in 6 (International Monetary Fund, 2022).

When the overall performances of BRICS and the US are taken into ac-
count, it would be easily stated that the US has the highest debt in both
BRICS and world. BRICS, on the other hand, views promising performance
of debt in average and it supports the idea of O’Neill (2001) that BRICS
countries will be the world’s strongest countries in 2050s. The other indica-
tors located above and below are also the strongest supporters of such a
forecast.
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Figure 14. Current Account Balance of BRICS and USA in Billions of USD
Source: International Monetary Fund. (2023b). World Economic Outlook (October 2023). Current account
balance U.S. dollars. https://www.imf.org/external/datamapper/BCA@WEO. 04.12.2023

The figure above shows the current account balance of BRICS countries
and USA between 1995-2028 in which the data between 2023-2028 are fore-
casted by International Monetary Fund (2023b). According to it, USA had
$114 billion deficit in 1995 while BRICS average was only $5 billion deficit.

The current account balance of the USA increased to $972 billion deficit
as of 2022 while BRICS average of current account balance increased to $103


https://www.imf.org/external/datamapper/BCA@WEO
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billion surplus in the same year. The forecast of the same source puts forth
that BRICS average of current account balance will be 0 in 2028 while the
USA’s deficit in its current account balance will be $777 billion in the same
year (International Monetary Fund, 2023b). The data in question shows that
BRICS countries have shown and will be likely to continue showing con-
sistent and reliable economic view. The USA on the other hand has shown
and will continue performing the unreliable, weak and worsening economy.
Such comparison shows that BRICS countries perform more reliable, con-
sistent and powerful economy than USA. Such superiority will definitely
contribute to the BRICS’s countries’ nomination take over the hegemonic
role of the USA in the future.

When the individual BRICS country cases are analyzed, China attract at-
tention immediately since it draws an aggressive line towards positive direc-
tion. Although China has had fluctuations, China has never had a current
account deficit since 1995. Moreover, it increased its current account surplus
nearly ten times in 2022 (+$402 billion) compared to 1997 (+$37 billion).
India, Brazil and South Africa, on the other hand, draw consistent line in
current accounts. However, such countries can not be said to perform huge
surplus. Rather, the three countries in question have performed small cur-
rent account deficits compared to their GDPs and USA’s deficits. Lastly,
Russia performs a current account balance similar to China in the sense of
giving surplus. Although, Russia has not had the current account surplus
that China performed so far, it has never been through current account def-
icits since 1995 except for 1997 in which Russia gave only $1 billion current
account deficit.

Political Efficiency

Political efficiency is defined by Organski (1958, pp. 170-171) as “the
capability of a national government to effectively utilize its both human and
material resources for national goals. It encompasses the government’s abil-
ity to mobilize national resources, maintain internal stability, and project
influence in international politics.

Political efficiency is a crucial determinant of national power. While pop-
ulation size and economic capabilities are fundamental to a country’s
strength, their impact depend on the efficiency of governance. A politically
efficient state can successfully benefit from its population and economic re-
sources to achieve strategic objectives, while an inefficient government may
not use these advantages due to mismanagement, corruption, or internal
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instability. (Organski, 1958, p. 174). In sum, Organski highlights regards
“government stability and control in addition to the bureaucratic and insti-
tutional capacity” as the key elements of political efficiency affecting the na-
tional power (Organski, 1958, pp. 170-174).

In the context of Power Transition Theory (PTT), political efficiency plays a
crucial role in determining whether a rising power can successfully challenge
the existing hegemon. The theory posits that as a country closes the eco-
nomic gap with the dominant power, it is more likely to contest the existing
global order. However, economic growth alone is insufficient without polit-
ical efficiency since rising state can not convert economic and populational
strength into global influence or challenge to the hegemon.

As Organski (1958, p. 170) underlines, “there is no universally recog-
nized method for measuring political efficiency. While it is possible to count
populations and goods or estimate economic efficiency with reasonable ac-
curacy, political efficiency remains much harder to assess.” Therefore, devel-
oping a reliable framework for measuring political efficiency remains a cru-
cial challenge for political scientists today.

The BRICS nations illustrate varying degrees of economic-industrial de-
velopment, population size and political efficiency. Their overall level also
shows their power status and the probability of challenging against global
hegemony. In this section, BRICS members’ power level (and their proba-
bility of becoming a challenger to the global hegemony) in terms of these
three criteria are revealed. In the following chapter which forms the research
field of this study, BRICS members’ level of challenge as initiatives of alter-
native financial payment instruments are researched, compared and tested
if they match PTT’s suppositions and expectations which are shown in this
section.

Methodology for Measuring BRICS’ Power Transition Potential

In order to assess the power transition potential of BRICS countries
within the framework of Power Transition Theory (PTT), this study employs
a structured scoring system developed by synthesizing open-access data
sources and relevant academic literature. The scoring system uses three core
components of PTT which are population size, industrial-economic advance-
ment, and political efficiency through a five-point Likert-type scale (1-5),
where 5 represents very strong and 1 represents very weak capacity.

Population size is measured by using The World Bank (2023) estimates,
while economic-industrial advancement is assessed based on each country’s
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share of global GDP (PPP), as reported by International Monetary Fund
(2023a). Political efficiency which is more qualitative and abstract concept,
is evaluated through comparative analysis of governance quality, institu-
tional performance, strategic planning capacity, and political stability. Fur-
thermore, it is based on Organski’s (1958) original description and sup-
ported by contemporary perspectives such as the studies of Tammen et al.
(2017).

Although political efficiency argument is qualitative, the overall frame-
work provided ensures consistency and replicability thanks to the clear,
structured, and comparable thresholds in the three dimensions. The scoring
aims to uncover each country’s relative power transition potential both the-
oretically robust and empirically transparent. With this regard, the following
table presents these criteria and their corresponding thresholds to be applied
in BRICS members in the following section.

Table 7: Quantitative Scale for Power Transition Potential (PTT) Scoring
Industrial-Economic
Score Level |Population Size |Advancement Political Efficiency
(GDP Share, PPP)

Stable, centralized govern-
5 ance

>
(Very Strong) >1.3bn = 15% Strong state capacity
Long-term strategic planning

Moderate centralization

(Str‘c}mg) 500mn-13bn |7.6% —14.9% Partial state capacity
Policy continuity
3 Bureaucratic inefficiencies
(Moderate) 200 - 499 mn 3% -7.5% Par;tially effective implemen-
tation
2 Frequent instability
(Weak) 100 - 199 mn 1% - 2.9% Weak governance perfor-
mance
1 Chronic instability
< 100 mn < 1% Fragmented institutions
(Very Weak) Weik state capacity

BRICS nations are compared based on Power Transition Theory’s three
criteria (population size, political efficiency and industrial-economic ad-
vancement) in the context of their power transition potential or challenge
possibility against global hegemon as shown above in the table. In order
make a more precise assessment, the abovementioned scale has been com-
posed. The population size, economic-industrial advancement and political
efficiency status of the BRICS members are scored based on the scale above.
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Table 8: Comparison of BRICS Members Power Transition Potential

. Industrial-Eco- .
Population .. . . Power Transi-
. Political Efficiency nomic Advance- . .
Size7 tion Potential
ment8
Share in
Popu- . Global  [Total
Scorelation ScoreExplanation Score GDP Score Status
(2023) (2023)
stable and strong centralized
government Strong-
China5 14B 5 Long-term strategic planning5 %18,8 15 est Chal-
and rapid execution lenger
High Industrialization
bureaucratic inefficiency
polfcy grldlo§lf Potential
political stability future
India 5 14B |3 inadequate and slow reforms |3 %7,5 11 hal-
Low state capacity to solve is-
. . lenger
sues of extremism, terrorism|
etc.
centralized decision-making
resource depgndency, institu- Limited
Rus- tional corruption, long-
. 2 143M 4 Global Power Projection eco2 %2,9 8
sia . . term po-|
nomic sanctions cential
structural inefficiencies Low
global competition
institutional weakness
pohtlcal. instability Low
corruption hallence
Brazil|3 216M 2 commodity exports 2 %2,3 7 s
. N capabil-
weak industrialization :
economic fluctuations. R4
INo long-term strategic vision
Inefficient governance
dorr{estlc 1n§tz}b111Fy Very low
South| low industrialization hallence
Af- |1 60M 2 resource-dependent economy |1 %0,6 4 2 abil-g
rica high unemployment : P
weak state capacity v
political fragmentation

Source: Author’s compilation from the following sources
The World Bank. (2023). Population Estimates and Projections: DataBank. The World Bank.
https://databank.worldbank.org/source/population-estimates-and-projections. 13.11.2023
International Monetary Fund. (2023). World Economic Outlook (October 2023)—GDP based on PPP,
share of world. GDP Based on PPP, Share of World.
https://www.imf.org/external/datamapper/PPPSH@WEO. 16.11.2023

7 Data belongs to the year 2023
8  Fort his part, relevant countries’ 2023 share in Global GDP Adjusted for Purchasing-
Power-Parity (PPP) is taken as a measurement indicator.
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The table above indicates and summarizes the relative power transition
potential of the founding BRICS members based on a score derived from
three key variables identified by Power Transition Theory. This scoring ena-
bles a comparative understanding of the country cases’ capacity to challenge
the prevailing hegemony. In the following sections, each BRICS member is
evaluated individually in light of these criteria to provide a more detailed
analysis of their unique strengths, limitations, and potential in the shifting
structure of international power.

Assessment of BRICS Members’ Power Transition Potential

This section presents a comparative evaluation of the power transition
potential of BRICS members by integrating the variables examined in the
previous sections with the scoring framework developed for this study.
Drawing on the key indicators identified by Power Transition Theory which
are population size, economic strength, and political efficiency, each BRICS
country is assessed in terms of its aggregate capability to challenge the pre-
vailing hegemon. With this regard, the comparative scoring model provides
a systematic and quantifiable method to categorize the countries based on
their alignment with the theoretical prerequisites of a rising power. This
comparative perspective not only highlights the relative strengths and weak-
nesses of each member but also serves as a bridge between theoretical as-
sumptions and the empirical analysis of BRICS’ financial initiatives in the
following chapter.

China

China, according to the table above which is composed based on the
main assumptions of PTT, has turned out to be the strongest challenger to
the global hegemony due to its high population (which is 1.4 billion as of
2023 which is nearly the same of India and highest in the world (The World
Bank, 2023)); high political efficiency (with its very stable governance and
centralized-firm decision-making through Chinese Communist Party (CCP)
and executive tradition (W. Liu et al., 2022, pp. 389-391; Alsancak et al.,
2022, pp. 419-444)) and its being economically and industrially the most
developed BRICS member (International Monetary Fund, 2023a).

China, having the largest population in the world along with India, ob-
tains significant economic and military advantages such as huge workforce,
giant consumption and human capital for technological and industrial ad-
vancement. Therefore, China takes very strong (5) score in population field
in this study.
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The decisive effect of economic-industrial development on the power
transition appeared in China as well due to its position of being one the most
advanced industry in the world. High technology industrial products com-
pose China’s exports. For instance, broadcasting equipment composed 8,9
percent of its exports in 2023 while computers 4,6 percent and integrated
circuits were 4,5 percent in the same year as visualized below (The Obser-
vatory of Economic Complexity, 2024b). With this regard, China takes the
highest score (5-very strong) in industrial-economic development field.

China has one of the most robust political efficiencies in the world
thanks to its centralized decision-making system under the Chinese Com-
munist Party (CCP), stable governance, and rapid policy execution (U.S.-
China Economic and Security Review Commission, 2022, pp. 25-26). These
features augment its power transition potential and probability of challeng-
ing global hegemony. Although Organski (1958, p. 170) highlights that
measuring political efficiency accurately is almost impossible however com-
parison between countries is feasible. With this regard, it can be easily con-
cluded that China is the strongest member of BRICS in terms of its political
efficiency when its stable governance for decades, strict decision-making and
execution process and its usage of all resources (human, industrial, financial
etc.) for national interests (W. Liu et al., 2022, pp. 389-391; Alsancak et al.,
2022, pp. 419-444)). China thus depicts the most developed political effi-
ciency among BRICS members and takes very strong (5) score in this field.

Overall, China stands out as the most capable power challenger, with a
total score of 15, the highest among BRICS. Its large population, centralized
governance, and global industrial dominance make it the most prepared na-
tion for a power transition against the global hegemon. In this context,
China’s comprehensive economic and political strategy continues to rein-
force its global influence. Compared to India (11), Russia (8), Brazil (7), and
South Africa (4), China remains the strongest and most immediate chal-
lenger to the existing world order. When its advanced industry and economy
is considered together with its being the world’s most populous country and
its high political efficiency, China naturally gets the highest score (15) and
to be a potential challenger according to PTT.
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Figure 15: China's Export Composition in 2023
Source: The Observatory of Economic Complexity. (2024b). China (CHN) Exports, Imports, and Trade
Partners. The Observatory of Economic Complexity. https://oec.world/en/profile/country/chn.
10.08.2024

India

India has the world’s largest population with 1.4 billion as of 2023 (The
World Bank, 2023) which is nearly the same with China. This vast amount
of population without any doubt provides the India with a power that can
not be ignored. Although such amount of population is a source of power in
the way of having power transition, the management of such an immense
number is as critical as the amount itself. In other words, without efficient
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steering of the population, it could be a recipe for disaster rather than pro-
gress. The immense amount of population provides the India with the very
strong (5) power in this study’s scale.

India existed under British colonial rule until 1947, after which it gained
independence and adopted a governance approach that has oscillated be-
tween socialism and capitalism. Although the country has implemented nu-
merous reforms since 1947 to achieve development and modernization, it
has failed to effectively address issues such as regionalism, terrorism, and
extremism. Corruption in public services and weak law enforcement remain
widespread and unresolved. Additionally, the lack of transparency and weak
accountability in governance significantly undermine its political efficiency
(Islam et al., 2022, pp. 340-366). Furthermore, Kant (2022) underlines that
policy gridlocks are also widespread in India’s political history (for example
land reform, citizenship reform, reform of the recruitment process for the
Armed Forces, labor reforms etc.), which also influence India’s political ef-
ficiency negatively. On the other hand, India’s stable political structure with
its being the world’s largest democracy compose its political efficiency’s
strengths. Thus, India’s political efficiency is moderate (3).

India composes 7,5 percent of the world’s GDP, which is the second
among the BRICS members after China. Thus, the economic power of India
has promising view for its future challenge against global hegemony. Pack-
aged medicaments (5,3%) and broadcasting equipment (4,7%) composes
nearly 10 percent of India’s 2023 exports, which is a good sign of industrial
developments. However, refined petroleum with 12,7 percent, rice with 2,5,
diamonds with 4,7 percent, jewellery with 2,9 percent of exports increase
India’s dependence on the exports of raw materials and commodity exports
as of 2023 as shown below (The Observatory of Economic Complexity,
2024c). This dilemma of India takes it away from the industrialization level
that China maintains while it also diminishes India’s industrial economic
development and probability of challenge according to PTT. However, its
challenge in the near time seems less probable while China exists with its
giant share of world GDP which is 18,8 percent as of 2023 (International
Monetary Fund, 2023a). For these reasons, India is strong (4) in terms of
its industrial-economic advancement.

Overall, India appeared to be the potential future challenger when its to-
tal advancement is taken into consideration as shown in the table above and
calculated as 11. Although India’s strength in these three areas is quite high
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compared the other three BRICS members and the world, it is quite lower
compared to China which is 15.
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Figure 16: India's Exports Composition in 2023
Source: The Observatory of Economic Complexity. (2024c). India (IND) Exports, Imports, and Trade
Partners. The Observatory of Economic Complexity. https://oec.world/en/profile/country/ind.
15.08.2024

Russia

Russia as a critical member of BRICS had a population of 143 million as
of 2023 (The World Bank, 2023) and it ranks significantly lower than China
and India in terms of demographic advantage in the context of PTT. A de-
clining birth rate, aging workforce, and labor shortages pose structural chal-
lenges to its long-term economic and military capabilities. The war w,th
Ukraine also damages its demographic structure as well (Chawryto, 2024).
While Russia remains a major geopolitical force, its population size does not
provide the necessary demographic for a global challenge prescribed in PTT
compared to India and China. Due to these constraints, Russia receives a
weak (2) score in the population size category within this study’s scale.
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Russia’s political efficiency can be described on the basis of such princi-
ples as centralized decision-making and strong state control which leads to
the rapid policy execution. The country has maintained a moderate level po-
litical stability despite serious international tensions caused by its war with
Ukraine, Crimea etc. in the last decade. However, its governance is con-
strained by institutional corruption, tutelage, resource dependency, and ex-
tensive economic sanctions (Nikonov et al., 2022, pp. 413-415). Moreover,
it is Russian leader Vladimir Putin’s own words he highlighted in an article
written in 2012 that “Russia needs more technology and less corruption.”
(Putin, 2012). On the other hand, Russian global power projection remains
one of Russia’s key strengths, as it plays an assertive and contrary role
against the global hegemon (the USA) since cold war, the structural ineffi-
ciencies in governance and international obstacles (caused by sanctions of
the West) weaken its institutional power. As a result, Russia is ranked
strong (4) in political efficiency, as it can mobilize resources effectively but
faces internal governance weaknesses.

Economically, Russia contributes 2.9% to global GDP, positioning it
third among BRICS nations (International Monetary Fund, 2023a). How-
ever, “Russia’s economic model is heavily resource-dependent, with oil, gas,
and raw materials accounting for a significant share (between 30% and 50%)
of national revenue as of 2024” (Yermakov, 2024, p. 2). As Borisova & Zhu-
kova underlines (2023, p. 2), “Approximately 65% of Russia’s exports con-
sisted of raw materials.” as of 2023. As depicted in the figure below that
crude petroleum composes the 30,9% of Russia’s exports in 2023 while re-
fined petroleum was 13% petroleum gas 9,8% and coal briquettes were 6,9%
in the same year, which makes Russia heavily dependent on the exports of
the raw materials and takes it away from industrial development (The Ob-
servatory of Economic Complexity, 2024d). This commodity-based econ-
omy is highly vulnerable to price fluctuations and external sanctions, which
limit industrial and technological development. Unlike China or India, Rus-
sia has low global competitiveness in advanced industries, further reducing
its ability to sustain long-term economic expansion (Borisova & Zhukova,
2023, pp. 2-5). Given its industrial stagnation, economic volatility, and lim-
ited technological development, Russia is rated as weak (2) in industrial-
economic advancement within this study’s scale.

Overall, Russia emerges as a limited long-term challenger, with a total
score of 8. While it exerts strong geopolitical influence and maintains cen-
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tralized control, its demographic decline, economic vulnerabilities, and gov-
ernance inefficiencies restrict its ability to launch or sustain a challenge to
global hegemony. Compared to China (15) and India (11), Russia lacks the
industrial and economic strength necessary for a large-scale power transi-
tion, making its long-term global positioning more uncertain.
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Figure 17: Russia's Exports Composition in 2023
Source: The Observatory of Economic Complexity. (2024d). Russia (RUS) Exports, Imports, and Trade
Partners. The Observatory of Economic Complexity. https://oec.world/en/profile/country/rus.
14.08.2024.

Brazil

Brazil, as the largest economy in South America, had a population of 216
million as of 2023 (The World Bank, 2023) which is ranking third among
BRICS nations after China and India. While its large population provides a
potential workforce and consumer market, high unemployment rates, in-
come inequality, and a low level of human capital development limit its abil-
ity to harness this demographic advantage effectively (The World Bank,
2024). Compared to South Africa (60M) and Russia (140M), Brazil has bet-
ter population size and stands far behind the most populous countries
(China and India) as of 2023. As a result, Brazil receives a moderate (3)
score in the population size category within this study’s scale.

Brazil’s political efficiency is significantly affected by institutional weak-
nesses, corruption, and political instability. What is worse is that such sort
of problems are chronic for Brazil these problems existed in the country for
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almost a century (Wallerstein, 1980, pp. 2-6). Patrimonialism between
1889-1930, military dictatorship 1964-1985 (followed by coup d’état in
1964), administrative problems like transparency, corruption convert the
Brazil political life into turbulation (Uzun & Kurtcu, 2022, pp. 251-272) and
take Brazil away from political efficiency. Corruption in Brazil is so wide and
high that one of the latest corruption named “Operation Car Wash” of 2015
is argued to be the biggest corruption scandal of history (Watts, 2017). On
the other hand, “low productivity, weak education systems, and inefficient
public sector management create further constraints on economic and in-
dustrial growth” (The World Bank, 2024). Due to these structural problems,
Brazil is rated weak (2) in political efficiency within this study’s scale.

Economically, Brazil contributes 2.3% to global GDP (International
Monetary Fund, 2023a), which makes it the fourth-largest BRICS economy.
However, its economy is heavily reliant on commodity exports, particularly
agriculture, mining, and oil. In this context, the top 5 composition of Brazil’s
2023 exports were crude petroleum (12,8%), iron ore (9,5%), soybeans
(14,9%), corn (4,6 %), coffee (2,3%) as shown in the figure below. (The
Observatory of Economic Complexity, 2024a). The place of raw sources in
Brazil’s exports is so significant, which makes it reliant on commodity ex-
ports and vulnerable to external shocks such as fluctuations in global com-
modity prices and trade restrictions while taking it away from industrial de-
velopment. Given these limitations, Brazil is rated weak (2) in industrial-
economic advancement in this study’s scale.
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Figure 18: Brazil's Exports Composition in 2023
Source: The Observatory of Economic Complexity. (2024). Brazil (BRA) Exports, Imports, and Trade
Partners. The Observatory of Economic Complexity. https://oec.world/en/profile/country/bra.
20.08.2024

Overall, Brazil emerges as a low challenge capability with a total score
of 7. While it has a large population and regional economic influence, polit-
ical instability, corruption, economic dependency on commodity exports,
and industrial underdevelopment prevent it from launching a significant
challenge to global hegemony. Compared to China (15), India (11), and
Russia (8), Brazil lacks the governance structure and economic power
needed for a power transition, making its role in global competition limited.

South Africa

South Africa, the smallest BRICS member by population, had 60 million
people as of 2023 (The World Bank, 2023). Compared to other BRICS na-
tions, its relatively small population limits its workforce size, economic
productivity, and long-term growth potential. Additionally, high unemploy-
ment rates (32, 9% in 2023), severe income inequality, and low human cap-
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ital development further weaken its demographic advantage (Trading Eco-
nomics, 2025; Valodia, 2023). With these constraints, South Africa receives
a very weak (1) score in the population size category within this study’s
scale.

South Africa’s political efficiency is significantly harmed by governance
inefficiencies, corruption, and domestic instability. Frequent political scan-
dals, weak state institutions, and ineffective law enforcement have led to
declining public trust in governance. However, the administrative reforms
has recorded a success to some extent. In this context, “corruption percep-
tions index” in South Africa has depicted the lowest (41) in 2023 for 11
years (Transparency International, 2025). It decreasing corruption in South
Africa indicates a promising view for the country in the future to increase its
political efficiency. On the other hand, the ruling African National Congress
(ANC) has faced multiple crises, including leadership struggles, factional-
ism, and allegations of state capture, prevention of many policies to be exe-
cuted, which have diminished policy consistency and political efficiency of
South Africa (Booysen, 2011, pp. 358-391). Due to these challenges, South
Africa receives a weak (2) score in political efficiency in this study’s scale.

Economically, South Africa accounts for only 0.6% of global GDP, mak-
ing it the smallest economy among BRICS members (International Mone-
tary Fund, 2023a). The country’s economic structure remains heavily reliant
on resource exports, particularly Gold (16,9%), platinum (10,5%), coal bri-
quettes (6,4%), iron ore (4,5%), diamonds (4,1%), chromium ore (4%); cars
(6,1%), delivery trucks (3,3%) in 2023 (The Observatory of Economic Com-
plexity, 2024e). Although South Africa is heavily reliant on the production
and export of resources, cars and delivery trucks possess a significant place
in its export composition in 2023, which is a promising sign for South Africa
to develop its industrialization more in the future. However, when the over-
all economic-industrial status of South Africa is considered (especially its
0,6 % GDP share and dependency on the exports of resources and high un-
employment rates (32, 9% in 2023)), South Africa is rated very weak (1) in
industrial-economic advancement within this study’s scale.

Overall, South Africa emerges to have a very low challenge capability,
with a total score of 4. While it plays a diplomatic role within BRICS and the
African Union, its small population, weak governance, economic stagnation,
and industrial underdevelopment prevent it from being a significant player
in the global power transition. Compared to China (15), India (11), Russia
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(8), and Brazil (7), South Africa ranks the lowest in all three critical areas,
which makes its potential to challenge global hegemony extremely limited.

Diamonds

C ars Ferroalloys
3.47%

6.16%

Delivery

16.9% Trucks
Platinum 3.38%

i i

061% | 052% e I

1.58% - [T]
|

o2

Coal Chromium |=== [REEEE—
Briquettes |°r
6.41%

Iron Ore 132% I
451% i =
EENEPERDER BEEEIBE

Figure 19: South Africa's Exports Composition in 2023
Source: The Observatory of Economic Complexity. (2024e). South Africa (ZAF) Exports, Imports, and
Trade Partners. The Observatory of Economic Complexity. https://oec.world/en/profile/country/zaf.
17.08.2024

Comparison of Power Transition Potential Among BRICS Members

According to this analysis, which has been conducted based on Power
Transition Theory (PTT) and evaluates BRICS countries within the frame-
work of three fundamental criteria, China has been identified as the country
with the highest potential or likelihood to challenge global hegemony. Fol-
lowing China, India, Russia, Brazil, and South Africa rank in descending or-
der in terms of their challenge capacity.

Within this framework, the subsequent sections of this study examine,
analyze, and compare these countries based on the “alternative payment in-
struments” they have developed as financial challenges against global he-
gemony. As a result of this comparison, the countries that challenge the
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global financial order the most have been identified, and their positions have
been contrasted with the findings of this PTT-based analysis to assess the
consistency and validity of the theoretical framework.

Chapter Summary

This chapter evaluates the BRICS countries’ (Brazil, Russia, India,
China, and South Africa) potential of challenging the prevailing global he-
gemony through Power Transition Theory (PTT). BRICS nations are com-
paratively assessed according to Power Transition Theory’s three criteria
(population size, political efficiency and industrial-economic advancement)
in the context of their power transition potential or challenge possibility
against global hegemon. According to the three criteria of Power Transition
Theory, China has been found to have the highest potential for challenging
the prevailing financial hegemony while India, Russia, Brazil and South Af-
rica have been found to possess descending levels of challenge potential, re-
spectively.

Beyond these indicators, the chapter explores the strategic motivations
of BRICS countries in their initiatives of alternative payment instruments.
Currency mismatch problems, desire for more benefits from the interna-
tional system, and the demand for having more sovereignty are the main
motivators of BRICS members in developing alternative payment instru-
ments. Although the group is internally diverse, a common dissatisfaction
with the US centered hegemonic international order (as they underlined sev-
eral times in their annual BRICS summits) has pushed them to possess sim-
ilar goals such as reducing dependence on the USD, establishing alternative
financial institutions, and encouraging the use of national currencies in na-
tional and international trade.

This chapter concludes that BRICS possesses a strong capacity to chal-
lenge and change the existing hegemonic international financial order espe-
cially if they act together with enhanced coordination, mutual trust, and the
institutionalization of their alternative mechanisms.
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BRICS’ INITIATIVES for BILATERAL ALTERNATIVE PAYMENT INSTRU-
MENTS

In the previous chapters, the foundations of global hegemony were con-
ceptualized through various theoretical perspectives which are mainly
Gramscian and neo-Gramscian approaches, Hegemonic Stability Theory,
and Power Transition Theory. Followingly, historical and empirical analysis
of British and American financial hegemonies were given place by revealing
how hegemonic powers constructed and maintained global economic order
through institutions such as the IMF, World Bank, SWIFT and such systems
and institutions.

The third chapter, in this context, was built upon this theoretical back-
ground to assess the potential of each BRICS member to challenge the global
financial hegemony through the Power Transition Theory. Through compar-
ative analysis and scoring based on economic capacity, institutional arrange-
ments, and strategic motivations, it argued that while China holds the most
significant challenge potential, the remaining BRICS members also demon-
strate varying but meaningful levels of ambition and capacity to alter the
existing order. The core claim was that the aggregate power of BRICS mem-
bers, especially when they acted upon collectively, can constitute a rising
challenge to the Western-led monetary system.

The fourth chapter shifts the focus from potential to practice by explor-
ing the strategic and political dimensions of the BRICS members’ initiatives
in practice for alternative payment mechanisms. These initiatives are classi-
fied into four main categories that form the empirical ground of this study.
The four categories are examined under two groups which are bilateral in-
struments and multilateral instruments as follows:

Bilateral Instruments

National currency usage in bilateral trade

Bilateral Currency Swap Agreements

Multilateral Instruments

Electronic Monies (CBDC)

Alternative Cross Border Financial Transfer System

AN

These mechanisms are examined not only in terms of their economic
functions but also through their political and strategic implications, which
reflects BRICS countries’ broader intention to transform the unipolar struc-
ture of global financial governance and reduce systemic dependence on the
US dominated monetary order.
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In order to ensure a consistent and objective evaluation of each BRICS
member’s level of engagement with alternative payment instruments, a
standardized Scale of Participation has been developed and applied in this
study. This scale allows for the comparison of diverse instruments across
different countries using a unified measurement system. The classification
ranges from complete non-participation to advanced and widespread imple-
mentation. It thus facilitates a coherent and comparative analysis of the
depth and intensity of each country’s initiatives. Before analyzing the instru-
ments individually, the following table, in this context, introduces the
phases and criteria used in assessing BRICS members’ participation levels.

Table 1: Scale of Participation

Phase Description
.. Countries which are not researching, testing, or
. |0 Non-Participants . .
Not in using the relevant financial instrument.
(Gen- Countries which are researching and testing the
eral) Use | 1 Experimenters usage of relevant instruments in a limited scale.

(e.g. pilot projects)
Countries which are implementing the relevant

Low Level Partici-

2 pation instrument by small part of their population or
counterparts.

Countries where the relevant instrument is uti-

In Gen- 3 Moderate  Level | lized by a significant portion of their population

eral Use Participation or counterparts, but not yet predominant in

general transactions.
Countries which are implementing the relevant
Advanced Level | . i 8 X
4 . instrument at most of their general transactions
Participation . .
by their general population.

Source: Author’s own compilation

Based on the participation levels categorized above, each BRICS mem-
ber’s engagement with alternative instruments is examined individually be-
low. The first and one of the most widely observed initiatives is the use of
national currencies in bilateral trade, which directly targets the dominance
of the USD in global transactions.

Agreements on National Currency Usage in Bilateral Trade

The BRICS nations have been increasingly adopting strategies to use
their national currencies in bilateral trade with the aim of reducing their de-
pendency on major global currencies such as the USD. This shift is not only
financially strategic but also politically significant since it augments their
economic sovereignty and stability. In other words, using national currency
in bilateral international trade has two main benefits which are: firstly, it
decreases the dependency on the USD and the USA which augments the
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country’s policy autonomy and sovereignty; secondly it increases national
currency’s resilience against devaluation and external economic shocks. Hao
(2023) highlights that “usage of local currencies in bilateral trade will de-
crease the dependence on the USD, reduce transaction costs, facilitate the
foreign exchange management” while Maohua (2023) underlines that
“trade in local currencies decrease the vulnerability and risks of exchange
rate fluctuations, which augments trade growth.” The use of local currencies
in bilateral trade thus is so significant that it is one of the most influential
ways of addressing the problem of USD domination and global financial he-
gemony

The country issuing the reserve currency wields significant influence
over dependent countries through monetary policies. It can impact these
countries by adjusting interest rates and controlling currency supply, leading
to economic instability in nations reliant on its currency. The reserve cur-
rency country can also use sanctions to direct foreign policy and reduce the
autonomy of dependent economies. Furthermore, it can manipulate ex-
change rates to enhance its trade position, creating competitive disad-
vantages for other nations. In order to avoid such risks, BRICS members
promote the usage of local currencies in bilateral trade which bypasses the
USD, its issuer’s hegemony and the risks that come with it.

The use of national currencies in international trade reduces the need for
foreign exchange, lowers trade costs, and decreases dependence on the USD.
This helps prevent speculative movements in exchange rates and supports
economic stability. Trading in local currencies enables exporters to act more
predictably, contributing to a reduction in trade deficits or the creation of
trade surpluses (Kaya & Hacievliyagil, 2024, pp. 195-196). On the other
hand, shifting from the USD to local currencies in international trade is not
easy due to the long existence of conventional hegemonic system based on
the reserve currency of the US since the 1960s. States do not want to risk
their economy by using local currencies in international commerce since lo-
cal currencies contain risks of devaluation or losing international validity etc.

With the increase in globalization, global awareness, technological en-
hancements, increase in the economic and political power of emerging and
developing economies, countries seek to launch such initiatives against the
prevailing global hegemony to avoid its pressures and losses.

BRICS countries have taken the lead in promoting, endorsing and imple-
menting the usage of local currencies in bilateral trade, which bypasses the
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USD. BRICS members’ desire and declarations in local currency usage are
frequently highlighted by in their joint declarations following BRICS sum-
mits held every year.9 In this context, this section provides an analysis of
each BRICS member’s initiatives, policies, and outcomes related to the use
of national currency in bilateral trade.

In the literature, trade agreements on making bilateral trade in national
currencies and swap agreements are taken as the main indicator to assess
the level of the country cases’ national currency usage in bilateral trade as
made in the study of Liu and Papa (2022, p. 55) and Bhusari et al. (2024).
This study thus follows the same path to assess the national currency usage
of BRICS countries in their bilateral trade.

Brazil

Brazil has applied for national currency usage in bilateral trade in varying
ways during its dedollarization efforts. The first step of Brazil on the path of
using national currencies in bilateral trade dates back to 2009 in which its
Central Bank declared that “it had reached an initial understanding with
China for using the Real and the Yuan in bilateral trade and the gradual
elimination of the USD in bilateral trade operations which in 2009 are esti-
mated to reach 40 billion USDs” (MercoPress, 2009).

Brazil and China signed a deal to trade in their local currencies on March
31, 2023 (The State Council Information Office: The People’s Republic of
China, 2023a). It promotes the countries’ bilateral trade to be made via na-
tional currencies with the purpose of reducing the dependency on the US
and its currency (USD), decreasing the shocks of exchange rate fluctuations,
and decrease the transaction costs while increasing their sovereignty and
trade through decreasing their dependency on another country’s currency
(and through its financial, economic and political decisions).

The last partner with which Brazil is planning to make trade in national
currencies is Argentina. However, the dedollarization in the trades with Ar-
gentina have not been realized as of 2024 since it got stuck during the stage
of reaching mutual agreement on conducting the necessary research regard-
ing trade in local currencies since January 2023.

%  The BRICS joint declarations emphasizing the promotion of local currency usage are the

ones held in 2010, 2015, 2017, 2018, 2019, 2023 and 2024 as can be seen in the (BRICS
Africa, 2024)
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As it is depicted in the table below, Brazil has not plenty of deals on the
dedollarization in bilateral trade with its counterparts, which leaves it be-
hind other members of BRICS in the field of agreements on the usage of
local currencies in bilateral trade. Therefore, Brazil’s score in this study is
low-level participation in this field.

Table 9: Brazil’s Agreements on National Currency Usage in Bilateral Trade

Counterpart Date Status
. 30.6.2009 .
China 31.03.2023 Active
Argentina 22.01.2023 At Research Phase

Source: Author’s compilation

Russia

Russia has strategically pursued agreements to promote the use of local
currencies in bilateral trade with the aim of reducing reliance on the U.S.
dollar and enhancing economic sovereignty. The countries with which Rus-
sia made trade agreements to be made in local currencies comprise China,
India, Tiirkiye, Iran, Belarus and Kazakhstan as detailed below.

Agreements with China

China is one of the most significant countries for Russia since they
signed plenty of agreements with one another on using national currencies
in bilateral trade. In this context, the first agreement was signed in June 2009
(Z. Z. Liu & Papa, 2022, p. 55). In 2011, the agreement in question was
renewed and deepened (The People’s Bank of China, 2011) by emphasizing
that “the bilateral trade in national currencies was agreed to be broadened
by comprising not only in border trade but also in general trade with ex-
panded geographic area.”

Russia has developed this initiative with China so much that it reached
almost the top. China and Russia made nearly 92% of their bilateral trade in
local currencies as of 2021, according to Russia’s Deputy Prime Minister
Alexei Overchuk’ declaration (Global Times, 2024b).

Agreements with India

Russia and India have preserved a strong and historical commercial tie
for almost a century. They developed a trade system named “Rupee-Ruble
Trade Mechanism” in 1953 during the Cold War-Era. This system was es-
tablished to enable Indian and Russian companies to carry out transactions
independently of international payment systems as Kronstadt (2022, p. 18)
underlined. This mechanism was taken into force in July 2022 to promote
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dedollarization and to bypass Western sanctions on Russia (The Times of
India, 2022).

The Rupee-Rouble Trade Mechanism allows Indian and Russian exporters to
receive payments in national currencies for exports to one another instead
of international currencies like dollars or euros. This system requires mutual
accounts between banks in both countries, with agreed currency holdings
pegged to a notional value in euros or dollars. The scope of the mechanism
was expanded after it was initially launched to include small scale items like
tea (Shankar IAS Parliament, 2024). The mechanism works quite well be-
tween the two countries as it depicts itself on the indicators of trade in local
currencies. Thanks to the Rupee-Ruble Trade Mechanism revived in 2022,
Russia and India have augmented their bilateral trade in local currencies so
high that “nearly 90% of the overall trade between India and Russia was
made in local currencies as of 2024.” as Russian Deputy Prime Minister
Denis Manturov declared (Jagota, 2024).

Agreements with Tiirkiye

Russia’s another critical partner using national currencies in bilateral
trade is Tiirkiye. Both countries signed an agreement to augment the usage
of national currencies in bilateral trade in October 2019 (Abay, 2019; The
Moscow Times, 2019). Furthermore, both countries agreed in July 2022 to
expand using national currencies in their energy trades (Rosen, 2022).
These agreements reflect a mutual commitment by Russia and Turkey to
strengthen economic relations through the use of their respective national
currencies in bilateral trade. Although there is no abundant data regarding
with the issue, it is evident in the literature that Russia made 23,2 % of its
imports from Tiirkiye in national currency in 2021 (Kaya & Hacievliyagil,
2024, p. 192). On the other hand, Russia’s export to Tiirkiye in national
currency stayed 0,5% as of 2018 (Simsek, 2019).

Due to the scarcity of sources, declaring the most recent statistics on the
trade volume and ratio in local currencies between the two countries, statis-
tics belonging to 2018 were used at this part. However, there is strong evi-
dence that the bilateral trade in local currencies between Tiirkiye and Russia
increased seriously much. According to Turkish Trade Minister Bolat Turk-
ish exports to Russia conducted in Turkish liras have increased nearly four-
fold, while imports from Russia in liras have expanded by approximately
150%, and those in rubles have surged by around 260% as of 2023 (Interfax,
2023).
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Agreements with Iran

Russia and Iran are one of the most harmonious partners using the na-
tional currencies in bilateral trade. In this context, they almost completed
their process of dedollarization in their bilateral trade. According to the
Kremlin’s press service, “Russia and Iran conducted more than 96% of their
mutual transactions in their bilateral trade using their national currencies as
of 2023” (Tass: Russian News Agency, 2024; Bne Intellinews, 2024).

In July 2022, Iran and Russia declared their plans to switch from the USD
to their national currencies for trade exchanges. In the same month, Russian
President Vladimir Putin highlighted that the United States was employing
the dollar as a tool of coercion, which motivates both nations to develop
strategies for conducting trade in their own currencies. In December 2023,
they signed a deal to carry out transactions exclusively in their local curren-
cies, bypassing the USD (Dursun, 2023).

The two countries expanded the use their national currencies by inte-
grating their national payment networks which are Mir Card belonging to
Russia and Shetab belonging to Iran. As Meyer (2024) highlights, Russia
and Iran successfully linked the Russian Mir payment system with Iran’s
Shetab system as a result of the agreement signed in July 2024 to facilitate
the use of their national currencies for trade transactions. Shetab network
bank cards became functional at all ATMs in Russia, allowing Iranian citi-
zens to withdraw rubles while Russian citizens gained the ability to use their
Mir cards within Iran. As indicated in table below, Russia developed a com-
prehensive deals and mechanism on the promotion of national currency us-
age in bilateral trade with Iran to bypass USD.

Agreements with Belarus

Belarus is another country that Russia developed bilateral national cur-
rency usage considerably much. According to Belarus authorities (Infor-
mation Analysis Portal of the Union State, 2024), Russia and Belarus
reached to 92% of bilateral trade with national currencies as of 2023 while
the ration in question was 80 % in 2019 (The Belarusian Telegraph Agency,
2019).

In 2015, Russia founded the Eurasian Economic Union (EAEU) along-
side Belarus, Kazakhstan, and Armenia to promote regional economic inte-
gration and enable trade with national currencies (Eurasian Economic Un-
ion, 2015, pp. 2-21). The Treaty on the Eurasian Economic Union empha-
sized this goal and fostered the increased use of local currencies among
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member states. As a result, Belarus and Russia significantly advanced their
bilateral trade conducted in their respective currencies.

Russia and Belarus are known with their strong ties to one another.
Their strategic cooperation in financial field was established in the deal
signed on January 6, 1995 (CIS Legislation, 2024) to compose deep eco-
nomic integration, including the establishment of a joint monetary system
and increased use of national currencies in mutual trade. The cooperation in
question was improved with the Union State Treaty signed on December 8,
1999 (President of the Republic of Belarus, 2024). Moreover, the two coun-
tries consistently organize meetings with the name of “Interbank Currency
Council Meetings” to improve their cooperation in various fields including
the usage of national currency in bilateral trade as they united 60" of their
regular meetings in 2024 (Bank of Russia, 2024b).

Agreements with Kazakhstan

Russia established a robust mechanism named Eurasian Economic Un-
ion in 2015 with Belarus, Kazakhstan, and Armenia to facilitate the execu-
tion of mutual trade in national currencies and to create economic integra-
tion and cooperation among the countries in question. Through the estab-
lishment of the union, national currency usage among the member countries
was ensured as it was underlined in the Treaty on Eurasian Economic Union
(2015, pp. 2-21). As a result of this treaty, Kazakhstan and Russia as two
harmonious countries developed the national currency usage level relatively
much. By 2023, approximately 75% of mutual settlements between Russia
and Kazakhstan were conducted in national currencies, reflecting a signifi-
cant shift towards reducing dependence on foreign currencies (Special Eu-
roasia, 2024).

As it has reflected in the deals and statistics, Russia and Kazakhstan have
made significant strides in enhancing bilateral trade through the use of na-
tional currencies. The results and deals also demonstrate a substantial re-
duction in reliance on foreign currencies by the two countries in question.
However, the sustainability of this case depends on the stability of both
countries’ currencies since fluctuations can influence the trade dynamics and
prices.

Analysis of Russia’s Initiative of Bilateral Trade with National Currencies
When Russia is evaluated in terms of its initiative of local currency usage
in its mutual international trade between 2009-2024, it is obvious that Rus-
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sia has advanced considerably much as it is reflected in the table below de-
picting Russia’s Agreements on National Currency Usage in Bilateral Trade. Accord-
ing to it, Russia has nearly completed the dedollarization process with its
five significant trading partners.

Russia’s dedollarization efforts in its international trade finds a huge cor-
respondence in the sense that the overall GDP size of the six countries
agreed to use local currencies in trade with Russia are producing 30,51 per-
cent of the world’s GDP (China 19,05% ; India 8,23 %, Tiirkiye 1,78%, Iran
0,87%, Belarus 0,15%, Kazakhstan 0,43% (International Monetary Fund,
2024c)). Russia as a critical member of BRICS, thus, puts forth advanced
level of participation in its initiative of international trade with national cur-
rencies as it is depicted in the table below that it reached more than 90 per-
cent of dedollarization in mutual trade with four countries out of six.

Table 10: Russia’s Agreements on National Currency Usage in Bilateral Trade

Counterpart |Date Ratio of Trade in Local Currencies |Status

1 |China 06.2009 .
06.2011 92% (2021) Active

2  |India 07.2022 90 % (2024) Active

3 |Turkiye }g‘qz)grllze o [21%Gmp202) Active
072022 0,5 % (exp-2018)

4 Iran 12.2023 Active
01.2023
07.2024 96 % (2023)

5 |Belarus 01.1995 Active
12.1999 92% (2023)
01.2015

6 Kazakhstan [01.2015 75% (2023) Active

Source: Author’s compilation

As it is seen in the table below (International Monetary Fund, 2024a),
Russia’s top ten cross-border trade partners involves the one countries with
which Russia signed and executed deals for trade with national currencies.
With this regard, Russia’s initiative is quite strategic, useful and meaningful
in its dedollarized international trade process.

Table 11: Russia’s Cross-Border Trade Partners in 2022 (Top Ten in millions of USD)

Country Imports Country Exports
1 China 82,007 China 111,455
2 Belarus 19,125 Tiirkiye 53,883
3 Germany 13,370 Netherlands 43,168
4 Tiirkiye 10,534 India 41,913
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5 Kazakhstan 8,920 Belarus 28,562
6 Korea 8,232 Germany 28,267
7 Italy 8,150 Italy 25,453
8 Uganda 5,766 Kazakhstan 18,198
9 Japan 5,439 Korea 14,427
10 France 5,303 France 13,823

Source: International Monetary Fund. (2024a). Direction of Trade Statistics. International
Monetary Fund. https://data.imf.org/?sk=9d6028d4-f14a-464c-a2{2-59b2cd424b85&sId
=1514498277103. 28.11.2024

India

In recent years, India has demonstrated a proactive approach to strength-
ening its economic sovereignty and reducing dependence on major global
currencies especially the USD by fostering trade agreements that utilize local
currencies. Through partnerships with countries such as the UAE, Russia,
Malaysia, and the Maldives, India has created frameworks to facilitate cross-
border trade in local currencies. These agreements not only reinforce bilat-
eral ties but also set a precedent for a multipolar financial system, which
reflects a shift in global economic dynamics. The agreements in question
demonstrate India’s commitment to fostering a resilient and diversified
trade ecosystem.

Agreements with Russia

India and Russia have maintained a robust commercial partnership for
nearly a century, marked by the establishment of the “Rupee-Ruble Trade
Mechanism” in 1953 during the Cold War Era (Kronstadt, 2022, p. 18). This
system, designed to facilitate transactions without relying on global payment
systems, was revived in July 2022 to support dedollarization efforts and nav-
igate Western sanctions on Russia (The Times of India, 2022).

Under this mechanism, Indian and Russian businesses settle trade in
their national currencies rather than using USD. This arrangement involves
mutual banking accounts with currency holdings pegged to a reference
value, ensuring precise transactions. Initially focused on key exports, the
mechanism later expanded to include smaller commodities, such as tea
(Shankar IAS Parliament, 2024). For India, this system underscores its com-
mitment to fostering resilient trade frameworks and reducing dependence
on global currencies.

The revival of the Rupee-Ruble Trade Mechanism in 2022 has signifi-
cantly boosted bilateral trade between Russia and India in local currencies.
According to Russian Deputy Prime Minister Denis Manturov, nearly 90%
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of their total trade was conducted in local currencies by 2024 (Interfax, 2024;
Jagota, 2024).

Agreements with United Arab Emirates

India and the United Arab Emirates (UAE) have deepened their eco-
nomic partnership by establishing mechanisms to facilitate trade using their
respective national currencies, the Indian Rupee (INR) and the UAE Dirham
(AED). This initiative, formalized in July 2023 through the Local Currency
Settlement System (LCSS), aims to reduce reliance on global reserve curren-
cies like the USD and foster smoother cross-border transactions (Reuters,
2023b).

The agreement enables businesses from both countries to invoice and
settle payments directly in INR and AED, covering both current account
transactions, such as trade in goods and services, and permitted capital ac-
count transactions. By simplifying the payment process, the mechanism
lowers transaction costs, mitigates exchange rate risks, and enhances the
efficiency of bilateral trade (Central Bank of the United Arab Emirates,
2023).

This arrangement reflects a shared commitment to bolstering economic
ties while aligning with broader global trends toward dedollarization. By
promoting the use of local currencies, India and the UAE not only
strengthen their trade volumes but also pave the way for greater economic
resilience in the face of global financial volatility. The deal bore fruit in just
one month after its signing as India and the United Arab Emirates (UAE)
marked a major milestone in trade by completing their first crude oil trans-
action through the Local Currency Settlement (LCS) mechanism On August
14, 2023 (India Briefing News, 2023). Due to the fact that the deal is so
fresh, there has not been any data released on the ratio or level of bilateral
trade with national currencies between the two countries.

Agreements with Malaysia

India and Malaysia have taken a significant step toward enhancing their
economic ties by formalizing an agreement in 2024 to conduct bilateral trade
in their respective national currencies which are the Indian rupee and the
Malaysian ringgit (The New Indian Express, 2024). This landmark decision
aligns with both nations’ broader goals of strengthening economic sover-
eignty and reducing dependence on external currencies, particularly the U.S.
dollar.
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The agreement emerged as part of the evolving Comprehensive Strategic
Partnership between the two countries, which emphasizes deeper collabora-
tion in trade, investment, and financial integration (Ministry of External Af-
fairs, Government of India, 2024). The shift to local currency trade is ex-
pected to streamline transactions, reduce exchange rate risks, and foster
more stable trade relations. Key sectors such as technology, pharmaceuti-
cals, and palm oil are anticipated to benefit significantly from this arrange-
ment.

This initiative builds upon a history of robust economic interaction, with
India and Malaysia already enjoying a dynamic trade relationship. By inte-
grating local currency usage, the agreement enhances trade efficiency while
also reflecting a mutual commitment to fostering regional financial stability
and cooperation. The move sets a precedent for other nations in Asia to ex-
plore similar financial frameworks, contributing to a broader trend of dedol-
larization in global trade. Since the agreement is so recent, neither annual
not quarterly data on the level or ration of mutual trade settled in local cur-
rencies between the two countries has been released.

Agreements with Maldives

In November 2024, India and the Maldives took a crucial step toward
strengthening their economic ties by signing a deal named Memorandum of
Understanding (MoU) between the Reserve Bank of India (RBI) and the Mal-
dives Monetary Authority (MMA). This agreement aims to facilitate the use
of their respective national currencies which are the Indian Rupee (INR) and
the Maldivian Rufiyaa (MVR) in cross-border trade and transactions (Asian
Banking & Finance, 2024).

This arrangement is expected to reduce transaction costs, streamline fi-
nancial settlements, and enhance the efficiency of cross-border trade while
both countries can settle trade transactions in their local currencies and by-
pass the need for a third-party currency like USD. By prioritizing local cur-
rencies for trade settlements, the two nations aim to strengthen their finan-
cial sovereignty, minimize exposure to global currency fluctuations, and en-
sure more stable and resilient trade relations (Government of India: Ministry
of External Affairs, 2024).

This initiative aligns with India’s broader strategy to internationalize the
rupee and promote dedollarization in its international trade. Similar agree-
ments with countries like the United Arab Emirates, Russia and Malaysia
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demonstrate India’s commitment to creating a more robust, independent
and self-reliant financial ecosystem.

Ongoing Agreement Negotiations

India has been engaged in ongoing several negotiations for deals of cross-
border trade in local currencies for a while. With this regard, India and Egypt
have been engaged in discussions for a while on the possibility of settling
trade transactions using their respective national currencies (Hindustan
Times, 2024). In addition, India has been maintaining trade in Indian Rupee
(INR) with its two neighboring countries which are Nepal and Bhutan. Ac-
cording to India’s Minister of State for Commerce and Industry, Anupriya
Patel, (The Economic Times, 2023), “substantial portion of India-Nepal
trade has been conducted in Indian Rupees (INR), and all bilateral trade be-
tween India and Bhutan has been exclusively carried out in INR.”

On the other hand, “India has made trade settled in Rupee with Bangla-
desh, Iran, Hungary, Romania and several other countries for short period
of times” (Dash et al., 2019, p. 6). In spite of the fact that India is has been
maintaining negotiations with some of these countries to establish a frame-
work trade in local currencies, such trades are not regarded as regular and
consistent trade initiative with local currencies since they are not permanent
and not based on a legal agreement. Rather, they were interim trades real-
ized in Indian currencies. The initiatives sought at this part of this study are
the legal agreements which regulate the bilateral trade between the coun-
tries based on national currencies.

Analysis of India’s Initiative of Bilateral Trade with National Currencies

When the overall progress of India in initiating deals on bilateral trade
settled in national currencies since 2009, it can be put forth that India is at
the phase of Low-Level Participation since it quite limited number of deals
in the given directions while it has ongoing negotiations with several coun-
tries. Compared to other BRICS members especially Russia and China, India
is regarded as a newly discovering the field of national currency usage in
mutual cross-border trade, which leaves it a long way to fully establish com-
prehensive frameworks, build robust financial mechanisms, and gain wide-
spread adoption in its trade partnerships.

The list below depicts India’s notable agreements, promoting the use of
local currencies in bilateral trade:
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Table 12: India’s Agreements on National Currency Usage in Bilateral Trade

Counterpart Date Ratio of Trade | Status
in Local Cur-
rencies
1 | United Arab Emirates 07.2023 Not disclosed Active
2 | Russia 07.2022 90 % (2024) Active
3 | Malaysia 08.2024 Not disclosed Active
4 | Maldives 11.2024 Not disclosed Active
5 | Egypt 11.2024  in | Not disclosed Negotiation
process Phase

Source: Author’s compilation

When the India’s Cross-Border Trade Partners in 2022 (International
Monetary Fund, 2024a) is examined as shown below, it can be easily said
that India has behaved strategically right for the parties of its deals in bilat-
eral trade with local currencies. However, its timing is too late since it re-
quires time to see the results of whether the deal would work. Moreover,
India lacks the relevant deal with its most imported partner, China, which
is quite miscalculated strategy for its financial sovereignty.

Table 13: India’s Cross-Border Trade Partners in 2022 (Top Ten in millions of USD)

Country Imports Country Exports

1 China 102,297 USA 80,327

2 United Arab Emirates 53,802 United Arab Emirates 31,350

3 USA 51,707 Netherlands 18,464

4 Saudi Arabia 46,227 China 15,144

5 Russia 40,053 Bangladesh 13,988

6 | Iraq 39,206 Singapore 11,855

7 Indonesia 28,556 United Kingdom 11,226

8 | Singapore 24,333 Germany 10,458

9 Korea 20,682 Saudi Arabia 10,123

10 | Australia 19,675 Tiirkiye 10,014
Source: International Monetary Fund. (2024a). Direction of Trade Statistics. International
Monetary Fund. https://data.imf.org/?sk=9d6028d4-f14a-464c-a2f2-

59b2cd424b85&sId=1514498277103. 28.11.2024

The limited progress that India shows deliberatively in practice reflects
its broader strategic behavior and it aligns closely with the concept of “stra-
tegic hedging” in international relations and soft balancing in political sci-
ence. In this context, unlike China, India seeks to maintain autonomy by
selectively engaging with both Western-led institutions and emerging coali-
tions like BRICS, rather than committing fully to systemic alternatives.
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China

China is the biggest proponent of the use of national currencies through
bilateral trade agreements due to its strategic ambition to reduce depend-
ence on the USD and to bolster the internationalization of the Chinese yuan
(CNY). Over the past decade, China has actively pursued partnerships and
signed deals with many countries which are promoting the use of local cur-
rencies in cross-border transactions to augment its financial independence
and regional stability. Furthermore, China aims to enhance trade efficiency,
reduce currency conversion costs, and promote financial sovereignty for it-
self and its trade partners through these agreements.

The table below stands for the indication of China’s efforts to dedollarize
its cross-border trade through bilateral trade agreements. According to it,
China’s biggest partner in this field is Russia since they both carry the desire
to free themselves from the heavy burden of dollar hegemony. With this
regard, all countries China signed deals to execute trade in national curren-
cies are explained below.

Agreements with Russia

Russia holds a pivotal role in China’s efforts to promote the use of na-
tional currencies in bilateral trade, as evidenced by their numerous agree-
ments on the matter. The foundation for this cooperation was laid in June
2009 with the signing of their first agreement (Z. Z. Liu & Papa, 2022, p.
55). In 2011, the agreement in question was expanded (The People’s Bank
of China, 2011) by aiming to broaden the use of national currencies beyond
border trade to encompass general trade across a wider geographical area.

This partnership has advanced significantly, with Russia and China
achieving substantial progress in local currency trade. By 2021, nearly 92%
of their bilateral trade was conducted in national currencies, as stated by
Russia’s Deputy Prime Minister Alexei Overchuk (Global Times, 2024b).
Russia and China both have huge enthusiasm to dedollarize their interna-
tional trade and their collaborative and separate initiatives in this field de-
picts the density of their desire in question.

Agreements with South Africa

In July 2015, the People’s Bank of China and the South African Reserve
Bank entered into a Strategic Cooperation Agreement to set up a system in
South Africa for clearing transactions in Chinese yuan. This arrangement
was formalized through a Memorandum of Understanding, marking a sig-
nificant step towards facilitating the use of RMB in financial operations
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within the region (Z. Z. Liu & Papa, 2022, p. 55; The People’s Bank of China,
2023, p. 59).

In June 2016, the China Foreign Exchange Trade System (CFETS), with
approval from the PBOC, announced the launch of direct trading between
the Chinese yuan (RMB) and the South African rand in the interbank foreign
exchange market (The People’s Bank of China, 2023, p. 63). This initiative
is designed to simplify currency exchange, enhance trading efficiency, and
promote stronger financial ties between China and South Africa. By enabling
direct transactions, the move reduces reliance on intermediary currencies,
cutting costs and fostering closer economic collaboration.

Although both countries are quite enthusiastic about the usage of local
currencies in their mutual trade, they have not published any data on the
rate of the local currency settled in their bilateral trade yet. It may be caused
by the low-level usage of national currencies and wide range of utility from
the hegemonic currencies.

Agreements with Brazil

The PBOC and the Central Bank of Brazil signed an agreement on Feb-
ruary 7, 2023, to establish RMB clearing mechanisms in Brazil. Subse-
quently, on February 21, ICBC Brazil was appointed by the PBOC as the
designated clearing bank for RMB transactions (The People’s Bank of China,
2023, p. 82). This development highlights the growing significance of bilat-
eral trade between China and Brazil, aiming to reduce dependency on third-
party currencies like the USD and streamline economic cooperation between
two of the largest economies in the Global South.

Agreements with Argentina

On September 17, 2015, the People’s Bank of China (PBOC) and the
Central Bank of Argentina signed a Memorandum of Understanding to es-
tablish RMB clearing arrangements in Argentina. The following day, on Sep-
tember 18, the PBOC designated ICBC Argentina Ltd. as the official RMB
clearing bank in the country (The People’s Bank of China, 2023, p. 60). This
agreement highlights the strengthening economic ties between China and
Argentina, facilitating smoother trade transactions in local currencies and
reducing reliance on the U.S. dollar, thereby boosting financial cooperation
in the region.

Agreements with Tiirkiye
China has a huge bilateral trade with Tiirkiye as they have $ 43,4 billion
of total trade as of 2023. In the relevant year, China’s exports to Tiirkiye was
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$39,07 billion while Tiirkiye’s exports to China was $4,33 (China Briefing,
2024). Although they have such a big scale of trade, they have not signed a
deal on the usage of local currencies in bilateral trade. The absence of a direct
deal promotion trade with local currencies may be caused by the unbalanced
trade between the two countries since China’s exports to Tiirkiye are nearly
ten times higher than Tiirkiye’s exports to China which has happened for
almost a decade (T.C. Disisleri Bakanligr, 2021).

The two countries made large amounts of swap agreements since 2012
and, the SWAP agreement signed in 2021 carries great significance since it
was announced by Central Bank of Tiirkiye (TCMB, 2021) that “The primary
goal of the currency swap agreement is to facilitate trade conducted in local
currencies and support the financial stability of both countries.” The press
release above indicates that the SWAP agreement in question plays a pivotal
role in facilitating bilateral trade between China and Tiirkiye with local cur-
rencies and it can be definitely regarded as an agreement in this part’s direc-
tion. The absence of a deal between the two countries is a disadvantage for
both countries although they have swap deals aimed at promoting mutual
trade with national currencies.

Agreements with Malaysia

On August 19, China Foreign Exchange Trade System (CFETS), author-
ized by the PBOC, announced the launch of direct trading between the yuan
and the Malaysian ringgit in the interbank forex market. Both countries ex-
panded the usage of local currencies and signed the Memorandum of Un-
derstanding on establishing the RMB clearing arrangements on November
10, 2014. “China in January 2015 authorized BOC Ltd. To serve as the RMB
clearing bank in Kuala Lumpur.” (The People’s Bank of China, 2023, pp. 47-
56). China’s initiatives of trading with Malaysia with local currencies dates
back to 2010s as indicated above. Although China and Malaysia have made
strides in promoting the use of local currencies for bilateral trade, The exact
levels of local currency trade are not publicly detailed probably because the
majority of their trade is still conducted in major international currencies.

Agreements with Indonesia

Indonesia is another country with which China aims to increase the in-
ternationalization of RMB through mutual trade settled in local currencies.
With this regard, both countries signed the Memorandum of Understanding on
the Establishment of a Cooperative Framework for Facilitating Local Currency Settle-
ment of Current Account Transactions and Direct Investment on September 30, 2020.
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In the following year, both countries officially initiated a collaborative frame-
work for Local Currency Settlement (LCS) (The People’s Bank of China, 2023,
pp. 76-78).

Agreements with South Korea

On July 3, 2014, the PBOC and the Bank of Korea signed a Memorandum
of Understanding to establish RMB clearing arrangements in Seoul. China
and South Korea made their first agreement of using local currency usage in
mutual trade on June 27, 2016. In the relevant deal, it was announced that
“the deal was aimed to enhance the trading mechanism between the RMB
and the South Korean Won and initiate direct trading between the two cur-
rencies in the interbank foreign exchange market” (The People’s Bank of
China, 2023, pp. 54-63).

Agreements with Pakistan

On November 2, 2022, the People’s Bank of China (PBOC) and the Na-
tional Bank of Pakistan signed a Memorandum of Understanding to set up RMB
clearing arrangements in Pakistan (The People’s Bank of China, 2023, p. 79)
The memorandum signed by both countries does not mean exclusively the
agreement on the usage of local currencies in mutual trade by China and
Pakistan. However, it is an arrangement that facilitates bilateral trade with
local currencies. Therefore, the memorandum in question is admitted in this
study among the agreements promoting the usage of national currencies in
mutual trade by the relevant countries.

Although both countries are committed to dedollarize their trade, the
rate of their trade settled in local currencies is not high compared to rate
between China and Russia. The bilateral trade between China and Pakistan
is mainly settled in Chinese Yuan and it has grown substantially, rising to
over 14% in 2023 compared to a mere 2% in 2018 (Pakistan Today, 2024).
The dedollarization in the trade between the two countries increased to five
times within five years, which is a substantial and promising increase.

Agreements with United Arab Emirates and Zambia

On December 14, 2015, the United Arab Emirates and China agreed to
a Memorandum of Understanding aimed at creating RMB clearing facilities
within the UAE. In the following year, the Agricultural Bank of China (Du-
bai) was designed to serve as the RMB clearing bank in United Arab Emir-
ates (The People’s Bank of China, 2023, pp. 62-65).

The same process was executed with Zambia as well on September 29-
30, 2015 (The People’s Bank of China, 2023, p. 60). Although the presidents
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of both countries declared their commitments to the usage of national cur-
rencies in bilateral trade in September 2023 (New Telegraph, 2023), there
has been neither a data published on the level of trade with local currencies
nor the practical examples of the type of trade in question.

Agreements with Laos

On June 9, 2011, China and Laos introduced over-the-counter trading
between the RMB and LAK. After a long time, the two nations formalized
their cooperation further by signing a Memorandum of Understanding to set
up RMB clearing mechanisms in Laos on September 7, 2022 (The People’s
Bank of China, 2023, pp. 47-80). Furthermore, the PBOC and the Bank of
Lao PDR signed an agreement to enable direct settlement of local currencies
for trade and investment to strengthen monetary cooperation and to boost
currency usage on January 9, 2020(The State Council of the People’s Repub-
lic of China, 2020). Although such legal advancements have been achieved,
no specific data has been released on the level of dedollarization in their bi-
lateral trade.

Agreements with Kazakhstan

On June 28, 2011, the Bank of China’s (which is among the five biggest
state bank) Xinjiang Branch initiated trading between the RMB and the Ka-
zakhstani Tenge. On December 15, 2014, the PBOC introduced direct trad-
ing between the Chinese yuan (RMB) and the Kazakhstani tenge (KZT) in
the domestic interbank foreign exchange market through the China Foreign
Exchange Trade System (CFETS) (The People’s Bank of China, 2023, pp. 47-
57).

In September 2022, the PBOC signed an agreement with Kazakhstan’s
National Bank to establish RMB clearing mechanisms and subsequently des-
ignated ICBC (Almaty) as the official RMB clearing bank (The People’s Bank
of China, 2023, p. 81). Both countries show quite enthusiastic interest on
the usage of national currencies. However, no specific data on the rate or
amount of the trade settled in local currencies yet.

Table 14: China’s Agreements on National Currency Usage in Bilateral Trade

Counterpart Date Trade with Local Currencies
1. . 06.2009
Russia 06.2011 %92 (2023)
2. . 07.2015
South Africa 06.2016 -
3. | Brazil 02.2023 -
4. | Argentina 09.2015 -
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5. | Tiirkiye 06.2021 -
6. 08.2010 -
Malaysia 11.2014
01.2015
7. Indonesia 09.2020 )
09.2021
8. 07.2014 -
South Korea 06.2016
9. Pakistan 11.2022 %14 (2023)
10. | United Arab Emirates | 12.2015 -
11. | Zambia 09.2015 -
12. 06.2011 -
Laos 01.2020
09.2022
13. 06.2011 -
Kazakhstan 12.2014
09.2022

When the China’s Cross-Border Trade Partners in 2022 as shown below
are examined, China has made agreement 4 of its top 10 Cross-Border Trade
Partners for using local currency in bilateral trade. Having dedollarization
deals with 4 of its top 10 (which are Russia, Brazil, Malaysia, South Korea)
trade partners is strategically crucial for China. However, its biggest import-
ers like Taiwan, Japan, Australia, Germany, Vietnam, Singapore, Nether-
lands remains without any deal for dedollarization, which makes China fall
behind its strategic goals of dedollarization of its trade and internationaliza-
tion of RMB.10 Nevertheless, China which have signed agreement of dedol-
larization in cross-border trade with 13 huge economies of the world indi-
cates its consistent ties with the goals mentioned above.

Table 15: China’s Cross-Border Trade Partners in 2022 (Top Ten in millions of USD)

Country Imports Country Exports
1 | Taiwan 240,238 USA 582,539
2 Korea 200,162 Hong Kong 302,337
3 | Japan 184,830 Japan 173,096
4 | USA 178,966 Korea 164,077
5 Australia 140,706 Vietnam 147,634
6 | Areas Not Specified 124,748 India 118,769
7 Russia 112,225 Netherlands 117,679
8 Germany 111,422 Germany 116,212
9 Malaysia 109,891 Malaysia 95,119
10 | Brazil 108,712 Singapore 82,004

It may be caused by the Western or hegemonic ties that these countries are bounded.

However, it does not change the statistics that indicating that China have not signed deals
on the local currency usage in mutual trade with all of its top 10 trading countries.
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Source: International Monetary Fund. (2024a). Direction of Trade Statistics. International
Monetary Fund. https://data.imf.org/?sk=9d6028d4-f14a-464c-a2f2-
59b2cd424b858&sId=1514498277103. 28.11.2024

China’s 13 agreements are taken into consideration related with the
dedollarization of its international trade, China has depicted that it has ad-
vanced the most among the BRICS countries either through the number of
its agreements or through the number of countries it signed deals. The ef-
fectiveness of the agreement is the topic of another study, and it would be
analyzed through the rates of the local currency usage between the relevant
countries’ trades. Therefore, the number of agreements is the main research
variable in this part rather than the effectiveness of those agreements. When
the considerations above are considered, China locates advanced level partic-
ipation in the trade with local currencies part.

South Africa

South Africa, as economically weak member of BRICS, has not initiated
any concrete agreement promoting the usage of local currencies in bilateral
trade as of 2025. Although it makes trade with its neighboring countries
with South African Rand (ZAR) through Southern African Customs Union
(Botswana Hub, 2024; Southern African Customs Union, 2024), there has
not been a legal document mandating trade in local currencies signed by
South Africa. Furthermore, South Africa is part of Common Monetary Area
(CMA) which is a monetary union consisting of Eswatini, Lesotho, Namibia
and South Africa. In this union, South African Rand is legal tender in all four
CMA members while Eswatini, Lesotho, Namibia’s currencies are admitted
as legal tender among each other (not in South Africa) (Central Bank of
Eswatini, 2024; Moneyland, 2024). “The currencies of LEN countries (Le-
sotho, Eswatini, Namibia) are fixed to the South African rand. The center of
the CMA’ monetary policies is South Africa. In other words, South Africa
steers the CMA’s monetary policies” (Seoela, 2022, p. 49). Moreover,
Seoela’s (2022, pp. 49-50) study proves that CMA members’ economical
output and inflation are dependent on South Africa’s monetary decisions.

In addition to the fact that South Africa has hegemonic position over the
LEN countries and steers their economy for decades, CMA is an initiative
belonging to 1986 (Masha et al., 2007, p. 5) and there has not been a new
or notable initiative recorded in CMA towards the usage of local currencies
in bilateral trade between this study’s time interval which is 2009-2024 .


https://data.imf.org/?sk=9d6028d4-f14a-464c-a2f2-59b2cd424b85&sId=1514498277103
https://data.imf.org/?sk=9d6028d4-f14a-464c-a2f2-59b2cd424b85&sId=1514498277103
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South Africa’s approach to local currency usage in trade through CMA
can not be regarded in this study’s context due to the three key points.
Firstly, the Common Monetary Area (CMA) was established in 1986 with-
out any objective of challenging U.S. financial and political hegemony, as
such a move would have been contrary to the geopolitical dynamics of that
time. Secondly, the Lem countries (Lesotho, Eswatini, and Namibia) are
economically dependent on South Africa, resembling federated states with
limited autonomy. South Africa predominantly steers these countries’ eco-
nomic policies within its sphere of influence rather than fostering interna-
tional trade and diplomacy. Thirdly, despite being in a monetary union,
South Africa does not engage in bilateral trade using local currencies with
Lem countries. Instead, transactions are conducted using the South African
Rand (ZAR), reinforcing South Africa’s financial dominance over these na-
tions rather than promoting a broader shift toward local currency use in
cross-border trade (Seoela, 2022, pp. 35-49). Therefore, South Africa posi-
tioned non-participants category for the usage of local currencies in bilateral
trade

Overall Analysis of BRICS Member’s Local Currency Usage Initiatives

When the overall advancements of country cases in initiating the agree-
ments on the local currency usage in bilateral trade are compared, it is obvi-
ous that China stands out as the most proactive actor by demonstrating the
highest level of participation in this field. Its strategic initiatives have re-
sulted in agreements with 13 countries, which depicts its ambition to inter-
nationalize the yuan and reduce dependency on the USD. Russia follows
China closely with the agreements signed or initiated with 6 countries, aim-
ing to mitigate the impact of Western sanctions and to enhance its financial
sovereignty. In contrast, India’s moderate engagement which is evidenced
by agreements with 5 countries, reflects its cautious approach. Brazil’s lim-
ited activity, with only 2 agreements, and South Africa’s lack of agreements
further emphasize the constraints faced by smaller economies within the
bloc. This variation underscores the differing priorities and capabilities
among the member states in challenging the dollar-dominated global finan-
cial system.

The divergence in participation levels highlights the varying motivations
and capacities within BRICS to advance the use of local currencies in inter-
national trade. China and Russia’s leadership in these initiatives under-
scores their proactive strategies to challenge the dollar-dominated global fi-
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nancial system and augment financial sovereignty. Meanwhile, India’s mod-
erate engagement, with 5 agreements, reflects its strategic balancing be-
tween financial innovation and risk aversion. Brazil’s limited participation,
with just 2 agreements, can be attributed to its reliance on dollar-based trade
and focus on regional partnerships, while South Africa’s lack of agreements
emphasizes the constraints faced by smaller economies within the bloc. This
heterogeneity within BRICS not only underscores the challenges of fostering
a unified approach but also reflects the distinct economic priorities of its
members. Nevertheless, the efforts of China and Russia signal a potential
shift toward a multipolar financial system, with significant implications for
global economic hegemony.

Table 16: Comparison of BRICS Members’ Local Currency Usage in Bilateral Trade

. Brazil | Rus- India | China | South

Indicator/Country . .
sia Africa

Participation levels in Initiating Agreements | 2 3 2 4 0
on The Local Currency Usage in Bilateral
Trade
Number of Countries with which Agree- | 2 6 5 13 0
ments signed or initiated

Bilateral Currency Swap Agreements

A currency swap agreement is “a contract between two central banks to
exchange their currencies. This mechanism allows a central bank to access
foreign currency provided by the other central bank, usually to meet the li-
quidity demands of domestic financial institutions” (European Central
Bank, 2016). Swap agreements play an indispensable role in BRICS nations’
strategies to establish alternative payment mechanisms which are aimed at
reducing reliance on the U.S. dollar-dominated global financial system.
These bilateral arrangements enable countries to exchange their local cur-
rencies with one another, facilitating bilateral trade and investment while
bypassing the USD. Swap agreements provide several advantages to the par-
ties signing.

The main advantage of Swap line is that it facilitates the reduction of
dependence on the USD since countries are directed to use the currencies
on which they made swap lines. As a result of it, countries’ financial sover-
eignty increases together with the decrease in their dependence on the USD,
which forms the second advantage.
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Swap lines also play a crucial role in mitigating the risks of crisis arising
from the western sanctions which limits the accessibility to the reserve cur-
rencies like the USD and international trade. Countries can sustain interna-
tional trade Swap lines without having currency liquidity problems.

Another significant advantage of Swap lines is that it reduces the trans-
action costs and exchange rate risks. Therefore, it contributes to cost-effec-
tive international trade. With the abovementioned structure and advantages,
Swap lines also contribute to the emergence of multipolar world while de-
creasing the hegemony of the USD and global dependence on it.

BRICS members, which are quite aware of the pros of Swap, pay huge
effort on the establishment and usage of Swap lines. In this context, BRICS
countries’ Swap line agreements, their volume, number and variety become
the core point of such measurement.

Brazil

When the overall Swap agreements of the Brazil are examined, it is clear
that Brazil has not made considerable progress on establishing and main-
taining Swap lines. Its Swap with the USA stemmed from the 2008 financial
crisis and USA’s initiative to solve the USD liquidity problems in the global
markets and strategic economies (Board of Governors of the Federal Reserve
System, 2008). Hence, this initiative can not be considered as launched or
maintained by Brazil rather than the USA. On the contrary, this agreement
reinforced the dollar’s hegemony by highlighting Brazil’s dependency on
USD liquidity for economic stability. This initiative can not be considered as
an initiative of de-dollarization since this swap line was established on uni-
lateral currency which is USD. However, this part of the examines bilateral
currency swap agreements assigned to reduce the dependency on the usd
and its hegemony. Furthermore, Brazil’s initiative with China was China’s
initiative to internationalize its currency, RMB (The People’s Bank of China,
2023).

Overall, Brazil established two swap lines which are with the USA and
China so far. The number and the amount of the relevant initiative is rela-
tively low compared to other BRICS members, its own economy and journey
of de-dollarization. With this regard, Brazil’s progress in the establishment
of currency swap lines is at the low-level participation, which needs to be
developed considerably.
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Table 17: Brazil’s Swap Agreements

Country Year(s) Total
USA 2008 30 billion USD
China 2013 190 billion yuan/ 60 billion BRL

Source: Author’s compilation from the following sources:

The People’s Bank of China. (2023). 2023 RMB Internationalization Report. The People’s Bank
of China. http://www.pbc.gov.cn/en/3688241/ 3688636/3828468/4756463/5163932/in-
dex.html. Date of Access: 19.12. 2024

Board of Governors of the Federal Reserve System. (2008). Federal Reserve, Banco Central do
Brasil, Banco de Mexico, Bank of Korea, and Monetary Authority of Singapore announce the establishment
of temporary reciprocal currency arrangements. Board of Governors of the Federal Reserve System.
https://www.federalreserve.gov/newsevents/pressreleases/monetary20081029b.htm. Date
of Access: 24.12.2024

Banco Central Do Brazil. (2008). BCB and FED Agree on a Currency Swap Line. Banco Central Do
Brazil. https://www.bcb.gov.br/en/pressdetail/ 2008/nota. Date of Access: 24.12.2024

Russia

Russia and China have established swap lines three times which are in
2014, 2017 and 2020 consisting of nearly 3,9 trillion Ruble. Both countries
are consistent on the way of de-dollarizing their domestic, bilateral and in-
ternational trade.

Russia and India have not formally established swap lines, they have
other mechanisms such as rupee-ruble payment mechanism (which was an-
alyzed under the title of “National Currency Usage in Bilateral Trade”) to
de-dollarize their trade. However, the inexistence of swap mechanism is a
disadvantage for both countries to provide local currency liquidity for the
prevention of crisis, to minimize the costs of transactions and to demolish
the dependency on the USD. Similarly, Russia has implemented various
agreements with Belarus and Kazakhstan to facilitate financial cooperation,
including mechanisms similar to currency swaps lines11. However, a formal
currency swap line has not been explicitly established between them.

Although Russia has been applied and established non-swap mecha-
nisms with the countries inside its sphere of influence to swap the local cur-
rencies, it is evident that countries can not de-dollarize their worldwide
trade without following the generally accepted formal way which is swap
that facilitates trade with local currencies and bypasses reserve currency
(USD). In this context, Russia’s initiative of establishing swap lines stayed
quite limited with one country which is China. Therefore, Russia’s progress
in the establishment of currency swap lines is at the low-level participation.

"' For example, Russia and Belarus signed a deal in 1995 comprising mutual exchange of

means of payments similar to swap (CIS Legislation, 1995b, 1995a).


http://www.pbc.gov.cn/en/3688241/3688636/3828468/4756463/5163932/index.html
http://www.pbc.gov.cn/en/3688241/3688636/3828468/4756463/5163932/index.html
https://www.federalreserve.gov/newsevents/pressreleases/monetary20081029b.htm
https://www.bcb.gov.br/en/pressdetail/2008/nota
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Table 18:Russia’s SWAP Agreements

Counterpart Date Amount by Year Total Amount
2014 RUB 0.815 trillion

China 2017 RUB 1.32 willion RUB 3.885 trillion
2020 RUB 1.75 trillion

Source: Author’s compilation from The People’s Bank of China. (2023). 2023 RMB Interna-
tionalization Report. The People’s Bank of China.
http://www.pbc.gov.cn/en/3688241/3688636/3828468/4756463/5163932/index.html.
Date of Access: 19.12.2024

India

BRICS members collaboratively pursue initiatives of de-dollarization in
their domestic and international trade. Establishing swap lines is one of the
most influential methods to bypass the USD and its hegemony in bilateral
trades. These swap lines facilitate the exchange of local currencies, aligning
with the broader vision of reducing reliance on the USD by promoting trade
through local currencies. However, a significant difference lies in the focus
of India’s swap lines compared to other BRICS members.

While BRICS members like China and South Africa primarily establish
swap lines to exchange local currencies for trade and investment without
involving the USD, India’s agreements with non-BRICS countries, such as
Japan (Japan Ministry of Finance, 2022), prioritize access to USD liquidity
during financial instability. These arrangements act as a crisis buffer rather
than a tool for de-dollarization. This dual approach does not align with the
broader BRICS vision of monetary sovereignty, as India prioritizes ensuring
financial stability through partnerships outside BRICS. In this context, In-
dia’s swap lines established to prioritize the access to the USD are not eval-
uated among the swap lines of this study’s context which is providing mon-
etary sovereignty and de-dollarization.

Another swap line established by India is with the Maldives, initiated in
October 2024. According to Reserve Bank of India (2024), this arrangement
allows the Maldives Monetary Authority (MMA) to access USD 400 million
through Dollar/Euro swaps and 230 billion through Rupee swaps. However,
from the perspective of this study, this swap line poses limitations as it does
not involve a bilateral exchange of local currencies between the central banks
of both countries. Instead, it represents a unilateral provision of Indian Ru-
pee and USD to the Maldives. Consequently, as it does not align with efforts


http://www.pbc.gov.cn/en/3688241/3688636/3828468/4756463/5163932/index.html
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to de-dollarize domestic or international trade in India, this swap line to-
gether with the one with Japan have been excluded from the statistical data
analyzed in this study.

Similar to the swap lines with Japan and Maldives, India established an-
other swap with Sri Lanka in July 2020. Based on this swap, The Reserve
Bank of India approved a USD 400 million currency swap arrangement for
Sri Lanka to support the country’s foreign reserves and maintain financial
stability (Central Bank of Sri Lanka, 2020). This swap line also does not fit
with the broader vision of BRICS members to de-dollarize their trade and
financial systems, as it primarily involves the provision of USD rather than
promoting the use of local currencies in bilateral transactions.

The lack of a mechanism for exchanging local currencies between the
Reserve Bank of India and the Central Bank of Sri Lanka highlights its devi-
ation from initiatives aimed at reducing reliance on the USD in regional and
global trade. Consequently, this arrangement aligns more with short-term
financial stabilization efforts than with the strategic goal of fostering an al-
ternative financial order among BRICS and other nations. Therefore, the
swap line with Sri Lanka is also excluded from the statistical data of this
study.

India’s swap line with United Arab Emirates (UAE) established in De-
cember 2018 is among the BRICS’ vision of de-dollarization since the swap
in question comprises the bilateral exchange of 2 billion dirhams or 35 bil-
lion Indian rupees (Reuters, 2018). Rather establishing the swap line based
on the USD like in the other swap lines with varying countries, India com-
posed a swap with UAE aligning with the broader vision of BRICS and the
research criteria of this study. Therefore, the swap in question is counted
among the statistical data of this study.

Bhutan is another country that India has established swap line that does
not align with the broader vision of BRICS which is de-dollarization for de-
creasing the dependency on the USD hegemony. However, India and Bhutan
swap lines have been established as either unilateral (from India to Bhutan)
or based on USD (Embassy of India Thimphu Bhutan, 2022, 2024). Both
ways conflict with the de-dollarization efforts and thus can not be evaluated
under this study’s statistical part. India has signed an agreement with South
Asian Association for Regional Cooperation (SAARC) union in June 2024
(Business Standard, 2024). However, India’s this initiative is based on the
swap of USD with local currencies, which is quite away from the initiatives
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of de-dollarization of other BRICS members. Thus, this initiative is not
counted among this study’s research data.

Table 19: India’s SWAP Agreements

Counterpart Year Amount by Year

Japan 02.2022 USD 75 billion

Maldives 08.2024 USD 400 million and INR 30 billion
Sri Lanka 07.2020 USD 400 million

United Arab Emirates 12.2018 2 billion AED or 35 billion INR
Bhutan 11.2022 USD 200 million equivalent in INR

Source: Author’s compilation

This strategy reflects India’s broader foreign policy orientation, which
has long been characterized by “strategic hedging”12 by maintaining part-
nerships with both Western powers and alternative blocs like BRICS as In-
dia’s strategic hedging attitude finds itself abundantly in the literature (Vi-
nodan & Kurian, 2024, pp. 475-479). From a political science perspective,
this behavior aligns with the concept of “soft balancing”, where states pur-
sue selective cooperation with emerging coalitions while avoiding direct
confrontation with dominant powers (Kumar, 2022, pp. 339-341). India’s
preference for accessing USD liquidity in times of crisis rather than actively
building mechanisms to replace it suggests a cautious approach rooted in
both economic pragmatism and geopolitical plan. This mixed stance may
also be partially explained by India’s colonial legacy which has embedded
long-standing institutional, legal, and financial ties to the Anglo-American
system (Ilcus, 2024, pp. 179-183). Rather than fully embracing the BRICS’
collective vision of financial sovereignty, India appears to prioritize national
financial resilience through diversified alignments, which reduces its effec-
tiveness as a challenger to the prevailing financial order.

When the overall progress of India in developing bilateral currency swap
initiatives as a means to diminish the USD hegemony, it can not be put forth
that India has depicted serious advance. In contrast of diminishing the USD
hegemony and dependence to it, India’s currency swap initiatives have
boosted the USD hegemony. Only the swap line established with United
Arab Emirates in 2018 for 2 billion AED or 35 billion INR can be evaluated
under this study’s context and vision of diminishing the dependency on the

12 Strategic hedging is an international relations discipline concept where states manage un-

certainty by cooperating with and balancing against major powers without fully commit-
ting to either (Alim, 2022, p. 461).
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USD. With this regard, India’s bilateral currency swap initiatives can not be
regarded more than Low-Level Participation.

China

The 2008 global financial crisis exposed vulnerabilities in the US-domi-
nated financial system, causing a severe shortage of US dollars that dis-
rupted global trade and banking. In response, the Federal Reserve and other
major central banks established dollar swap lines to alleviate the crisis.
Meanwhile, China seized this opportunity to reduce reliance on the USD by
launching its renminbi (RMB) internationalization strategy. China’s first
step was signing a bilateral currency swap agreement with the Bank of Korea
in December 2008, followed by a similar agreement with Hong Kong in Jan-
uary 2009. Over time, China expanded its network of swap agreements with
countries worldwide, positioning the RMB as a key player in global trade
settlements (Lin et al., 2016, pp. 19-21).

As depicted in the table below, China has signed total of 128 SWAP
agreements with 42 countries between 2009 and 2023, which is one of the
biggest in the world history. The amount of the SWAP lines in question is
14212,2B RMB which is 1.94 trillion USD13 as of 2024. When the China’s
SWAP agreements are examined, it is obvious that China has signed the
biggest SWAP deals with Hong Kong (2700 billion RMB or $370 billion),
South Korea (1660 billion RMB or $230 billion), Singapore (1350 billion
RMB or $185 billion), United Kingdom (1250 billion RMB or $175 billion).

When the size and the number of the countries that China established
swap lines are considered as shown in the table below, it is clear that China
has made significant progress in this initiative. Compared to the other
BRICS members, China is the most developed country in establishing and
enlarging SWAP lines. With this regard, China positioned advanced level
participation category for the establishment and usage of SWAP lines.

Although it is subject of another study, China aggressive initiatives of
developing bilateral currency swap lines can be evaluated far beyond dimin-
ishing its dependency on the USD or decreasing the USD hegemony. Rather
than decreasing the USD hegemony, China’s aggressive initiatives appear as
replacing its currency with the prevailing international role of the USD.

13 Asof 21.12.2024 on which 1 USD equals to 7.3 CNY (TradingView, 2024).
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Table 20: China’s Currency SWAP Agreements (2009-2024)

Country Year(s) | Amount by year Total (in Billions of RMB)
(in billions of RMB)
2013 2
1. | Albania 2018 2 6
2022 2
2009 70
2014 70
2. | Argentina 2017 70 470
2020 130
2023 130
3. | Armenia 2015 1 1
2012 200
. 2015 200
4. | Australia 2018 200 800
2021 200
2009 20
5. | Belarus 2015 7 34
2018 7
6. | Brazil 2013 190 190
2014 200
7. | Canada 2017 200 600
2021 200
2015 22
. 2018 22
8. | Chile 2020 0 144
2021 50
2016 18
9. | Egypt 2020 18 54
2023 18
10, | European igig ggg 1050
Central Bank 2022 350
11. | Georgia 2015 - -
2009 200
2011 400
2014 400
12. | Hong Kong 2017 200 2,700
2020 500
2022 800
2016 10
Hungary 2019 20
13. 2020 20 110
2022 40
2010 3.5
2013 3,5
14. | Iceland 2016 35 14
2020 3.5
15. | Indonesia 2009 100 650
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2013 100
2018 200
2022 250
2018 200
16. | Japan 2021 200 400
2011 7
17. | Kazakhstan 2014 7 21
2018 7
2009 180
2011 360
18. | Korea 2014 360 1660
2017 360
2020 400
2020 6
19. | Laos 2023 6 12
2019 30
20. | Macao 2002 20 60
2009 80
2012 180
21. | Malaysia 2015 180 800
2018 180
2021 180
2011 5
2012 10
. 2014 15
22. | Mongolia 2017 15 75
2020 15
2023 15
23. | Morocco 2016 10 10
2011 25
2014 25
24. | New Zealand 2017 25 100
2020 25
. 2018 15
25. | Nigeria 2021 15 30
2011 10
2014 10
26. | Pakistan 2018 20 100
2020 30
2021 30
2014 150
27. | Russia 2017 150 450
2020 150
28. | Saudi Arabia 2023 50 50
29. | Serbia 2016 1,5 1,5
2010 150
. 2013 300
30. | Singapore 2016 300 1350
2019 300
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2022 300
2015 30
31. | South Africa 2018 30 90
2021 30
. 2014 10
32. | Sri Lanka 2021 0 20
. 2015 1
33. | Suriname 2019 1 2
. 2014 150
34. | Switzerland 2017 150 300
2014 35
35. | Qatar 2017 35 105
2021 35
36. | Tajikistan 2015 3 3
2011 70
. 2014 70
37. | Thailand 2017 -0 280
2020 70
2012 10
2015 12
38. | Tiirkiye 2019 12 104
2021 35
2022 35
2012 35
39. | UAE 2015 35 70
2012 15
40. | Ukraine 2015 15 45
2018 15
2013 200
United King- | 2015 350
4. dom 2018 350 1250
2021 350
42. | Uzbekistan 2011 0,7 0.7
Overall Swap Line Amount 14212,2 billion RMB

Source: Author’s own compilation from the following sources:

The People’s Bank of China. (2023). 2023 RMB Internationalization Report. The People’s Bank
of China. http://www.pbc.gov.cn/en/3688241/3688636/3828468/4756463/5163932/in-
dex.html. Date of Access: 19.12.2024

Reuters. (2023a). China, Saudi Arabia Sign Currency Swap Agreement. Reuters. https://www.reu-
ters.com/markets/currencies/china-saudi-arabia-central-banks-sign-local-currency-swap-
agreement-2023-11-20/ Date of Access: 23.12.2024

South Africa

South Africa’s biggest mutual swap partner is China to the extent that
both countries established their first bilateral swap line in April 2015 for
RMB 30 billion yuan/ZAR 54 billion and they renewed the lie in 2015 and
2021 for similar amounts (The People’s Bank of China, 2023, pp. 57-78).
The swap lines in question demonstrate their determination and dedication


http://www.pbc.gov.cn/en/3688241/3688636/3828468/4756463/5163932/index.html
http://www.pbc.gov.cn/en/3688241/3688636/3828468/4756463/5163932/index.html
https://www.reuters.com/markets/currencies/china-saudi-arabia-central-banks-sign-local-currency-swap-agreement-2023-11-20/
https://www.reuters.com/markets/currencies/china-saudi-arabia-central-banks-sign-local-currency-swap-agreement-2023-11-20/
https://www.reuters.com/markets/currencies/china-saudi-arabia-central-banks-sign-local-currency-swap-agreement-2023-11-20/
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to achieving the goal of de-dollarization. Furthermore, the renewal of these
swap lines highlights the benefits derived from the initiatives examined in
this study.

Although South Africa has joined to a multilateral swap line named In-
ter-Central Bank Agreement (ICBA) with BRICS Central Banks, on 7 July,
2015 to address short-term liquidity needs, this swap can not be evaluated
under this study’s context and South Africa’s de-dollarization initiative since
the swap is based on the USD (South African Reserve Bank, 2015).

When the very number of bilateral currency swap lines of South Africa
(which is only one) is considered, it can be easily concluded that South Af-
rica is in the phase of low-level participation in developing swap lines. There-
fore, it needs to strengthen its swap line network based on national curren-
cies as long as it aspires for the reduction of its dependency on the USD and
its hegemony.

Table 21: South Africa’s Currency SWAP Agreements (2009-2024)

Counterpart Year Amount by Year Total
RMB 30 billion yuan/ZAR
54 billion
China 81;812 RMB 30 billion yuan/ZAR | RMB 90  billion
09'2021 54 billion yuan/ZAR 176 billion
' RMB 30 billion yuan/ZAR
68 billion

Source: Author’s compilation

Overall Analysis of BRICS Member’s Swap Initiatives

The table below highlights the comparison of significant disparities
among BRICS members in initiating currency swap agreements, showcasing
varying levels of commitment and progress in their efforts to reduce reliance
on the USD. China has achieved the most advanced level of participation
(level 4), establishing swap agreements with 42 countries and a total
amount of 1.94 trillion USD equivalent. This effort reflects China’s strategic
ambition not only to diminish USD hegemony but also to internationalize
its currency, the renminbi (RMB). Such aggressive initiatives suggest that
China’s goal extends beyond de-dollarization to positioning the RMB as a
global reserve currency. In contrast, other BRICS members, including Brazil,
Russia, India, and South Africa, remain at low-level participation (level 2),
with only one swap agreement per country, demonstrating limited progress
in this field.
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China’s leadership is further emphasized by its proactive expansion of
swap lines, both in size and geographical scope, covering regions from Asia
to Europe and Africa. This contrasts sharply with Brazil and South Africa,
whose initiatives remain minimal, reflecting lower prioritization of de-dol-
larization. Similarly, India’s focus on USD-based swap lines with countries
like Japan and the Maldives not only deviates from the BRICS vision of pro-
moting local currency usage but also reflects a contradictory approach.
While India publicly aligns itself with the bloc’s vision of monetary sover-
eignty, its reliance on USD-centric agreements undermines its commitment,
highlighting a dual strategy that prioritizes short-term financial stability over
the long-term goal of de-dollarization.

While Russia has made some progress, primarily with China, its broader
efforts are constrained by limited partnerships, reflecting a narrow focus on
regional rather than global diversification. These disparities underscore the
heterogeneity within BRICS, where the collective vision of de-dollarization
is undermined by varying priorities, economic capacities, and strategic goals.

The dominance of China’s initiatives also reflects the group’s reliance on
its leadership to drive collective financial strategies. However, this unbal-
anced dynamic raises challenges for BRICS’ unity, as smaller economies like
South Africa struggle to actively participate, and countries like India and Bra-
zil prioritize alternative approaches. Despite the evident gaps, the group’s
overall progress shows potential for reshaping global financial dynamics. In
order to strengthen their collective impact, BRICS members must align their
strategies more closely, with greater emphasis on mutual collaboration and
expanding the use of local currencies in bilateral agreements. China’s ad-
vancements set a benchmark, but without a unified effort from all members,
the broader goal of de-dollarization and a multipolar financial system may
remain partially realized or may serve for the interests of internationalization
of RMB.

Table 22: Comparison of BRICS Members’ Currency Swap Initiatives

. Brazil | Russia | India | China | South Af-
Indicator/Country rica
Participation levels in Initiating Cur- | 2 2 2 4 2
rency Swap Lines
Number of Countries with which | 1 1 1 42 1
swap established
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Total Swap Amount (Equivalent to | 25 39 0,4 1938 12
billions of USD) 14
Establishment of unilateral or USD | Yes No Yes No Yes

based swap lines conflicting with
BRICS’ de-dollarization initiatives?

Detailed empirical findings, political assessment and comparative analy-
sis of BRICS Initiatives in addition to the evaluation and testing of Power
Transition Theory’s expectations through BRICS’ initiatives in practice are
given place at the end of the following chapter in order to obtain a coherent
and cohesive analysis. This structure not only provides a comparison be-
tween BRICS initiatives and the theoretical expectations of Power Transition
Theory but also allows for a more holistic understanding of the initiatives
themselves. It also facilitates the assessment of the internal consistency of
BRICS strategies and evaluates the coherence across different types of initi-
atives. The analysis, in this way, provides a broader landscape of BRICS’s
challenge to the existing global financial order.

Chapter Summary

This chapter takes the analysis from theoretically potential challenge to
actual challenge by examining the concrete initiatives of BRICS countries for
alternative payment instruments in bilateral trade to challenge global he-
gemony. In order to categorize the instruments, this chapter focuses exclu-
sively on bilateral instruments while the following chapter focuses on mul-
tilateral instruments. In this context, this chapter examines two primary bi-
lateral mechanisms which are national currency usage in bilateral trade, and
bilateral currency swap agreements. These mechanisms are analyzed not
only the economic utility they bring but also the strategic moves they bear
toward enhancing monetary sovereignty and reducing systemic dependence
on the USD.

In order to obtain systematic and comparative analysis, the chapter in-
troduces a standardized Scale of Participation for the classification of each
BRICS member’s engagement level from non-participation to advanced im-
plementation. This scale allows for cross-country comparison and highlights
the patterns and asymmetries within the bloc.

Specific analysis in this chapter reveal that China leads both in scope and
intensity with its numerous swap agreements with more than 40 countries

" The data on the USD equivalent of each currency has been obtained from Google Finance

(2025).
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in addition to its extensive promotion of the yuan in bilateral trade. India
and Russia also show moderate levels of participation, while Brazil and
South Africa lag behind. A notable observation is that while BRICS declares
a shared dissatisfaction with global hegemonic order as they emphasized
several times in their annual summit declarations, the level and pathways
they pursued are highly uneven due to the domestic economic capabilities,
geopolitical concerns and strategies in addition to their differing institu-
tional priorities.

The chapter concludes that although bilateral initiatives are crucial steps
in the way of challenging global hegemony, their separate, decentralized and
often uncoordinated nature limits their impact on global financial hegem-
ony. Therefore, more coherent and collective strategy would be needed to
achieve the transformation of the existing order toward the multipolar world
rather than the shift of hegemony from one to another.
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BRICS’ INITIATIVES for MULTILATERAL ALTERNATIVE PAYMENT IN-
STRUMENTS

The previous chapter analyzed the bilateral initiatives of BRICS countries
in promoting alternative payment instruments, particularly focusing on the
agreements on national currency usage in bilateral trade and bilateral cur-
rency swap agreements. These strategies are mainly two state solutions and
cooperation aimed at reducing dependency on the USD in a decentralized
manner. However, bilateral efforts alone may not be sufficient to challenge
the structural foundations of the prevailing international order. Therefore,
this chapter examines the multilateral dimension of BRICS initiatives, which
involves more systemic and institutionalized approaches.

This chapter focuses on two key payment instruments which are Central
Bank Digital Currencies (CBDCs) and alternative cross-border financial
messaging systems in addition to potential BRICS-led platforms. These
mechanisms are not only technical innovations but also strategic instru-
ments to establish an alternative financial infrastructure that can support a
multipolar global order as they are analyzed below.

Central Bank Digital Currency (CBDC)

In the last few decades, countries have been developing varying models
of payment instruments to increase their sovereignty, to decrease their de-
pendency on USD and US hegemony, to decrease their economic vulnera-
bility caused by the volatility in the exchange rates and resources. Central
Bank Digital Currency is another instrument developed and deployed by
such countries.

Central Bank Digital Currency (CBDC) is digital form of conventional
central bank currencies. CBDC is issued by and under central banks’ liability.
CBDC maintains the fundamental functions of conventional currencies’
“store of value”, “medium of exchange” and “unit of account” (Ward &
Rochemont, 2019, pp. 3-5). Kumhof and Noone (2018, p. 4), on the other
hand, defines CBDC as “electronic central bank money” and underlines its

better accessibility and functionality.

As underlined above, no participant can challenge effectively in a game
where the rules are designed for the benefit of a single center, and where no
participants have any influence on the formation or the change of rules.
Therefore, an alternative, unusual, unconventional, cheaper, easier and
modern method or platform is the best and most suitable environment for
the challengers to realize their potentials. Central Bank Digital Currencies
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are one of the best platforms where countries can survive and challenge
against global hegemony.

CBDC is more environmentally friendly since they do not exist physi-
cally, they do not need the use of paper or other materials for existence. In
addition to the prevention of paper waste in their production, CBDC do not
introduce the costs of transportation and storage costs compared to conven-
tional fiat currencies. Moreover, CBDCs can be tracked better compared to
the conventional ones, which prevents money laundering to some extent.
Lastly, exchange and convertibility of CBDC is easier and more accessible
since it would be hard to find exchange office at any hour of day or any place
in the world.

CBDC’s accessibility and convertibility at any place of the world helps
the local currencies usage at international level. Such advantages lead the
countries to use CBDC more. Moreover, both advantages and usage of
CBDC by countries challenge the hegemony of the USD. Hence, BRICS
countries usage of CBDC composes this title’s content in the sense of ex-
plaining the patterns of alternative payment instruments developed or used
by BRICS countries against global USD hegemony. As Cavalcanti (2023)
highlights that

“CBDC, as government-backed legal tender, offers enhanced safety and
several disruptive advantages over the current USD financial system, includ-
ing faster, high-volume transactions, fewer intermediaries, lower costs, and
greater financial inclusion. While it also aids monetary policy and financial
stability, the data collection involved may raise privacy concerns, which can
be addressed through careful design.”
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Figure 20: The Money Flower: A Taxonomy of Money
Source: Bank for International Settlements. (2018). Central Bank Digital Currencies. chrome-
extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.bis.org/cpmi/publ/d174.pdf. 29.01.2024.

The figure 19 above shows the four main features of money which are
accessibility, form, issuer and technology respectively as designed in the fig-
ure above (Bank for International Settlements, 2018, p. 5). According to it,
Central Bank Digital Currencies possess all main features of cash. CBDC
may vary in terms of widely accessibility as it can be in either general pur-
pose or private purpose. CBDCs with general purpose compose the main
research variable of this title to which BRICS countries’ relation is re-
searched. There are mainly two types of CBDCs which are wholesale and
retail. Wholesale CBDC is mostly issued to institutions like commercial
banks, and they have large value in general. Retail CBDC are generally issued
for the usage of general public’s daily transactions. (People’s Bank of China,
2021, p. 4)

According to a survey conducted by Bank of International Settlements
(2021), “86 % of central banks in the world are actively researching CBDCs,
%60 of them are experimenting the technology while 14 % of them conduct-
ing pilot projects.” However, any country is not at the same level of devel-
oping and deploying such new instruments. Therefore, some countries be-
come pioneers while the others stay audience, follower or consumer. BRICS
countries generally become pioneers in the field of developing and using al-
ternative payment instruments to be freed from the US’ global hegemony in
the economic field.
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In order to assess the status of BRICS countries in their relation with
CBDC, the data provided by an open source project (Central Bank Digital
Currency Tracker) is used to analyze and assess. CBDC Tracker (2024) has
been providing the most updated data about the development and usage of
CBDC by the world countries.

There is no doubt that CBDCs will influence the global hegemony of the
US in the international monetary area since it will decrease countries’ obli-
gation to the USD and US rules and interests in international commerce and
transactions. China as one of the biggest challengers to the global US he-
gemony has proceeded relatively much in CBDC field and it is underlined
that China will affect and change the global financial system thanks to the
E-CNY (Subrahmanyam, 2023).

Distributed Ledger Technology (DLT) and CBDC

DLT is a technological infra structure which records data (any kind such
as financial transactions, health, industry, supply chain, real estate) in mul-
tiple places simultaneously without central data store or central authority/
management. DLT existed long before cryptocurrencies. DLT was first in-
troduced and explained by Haber and Stornetta (1991, pp. 439-445) in
1991.

In essence, cryptocurrencies use the DLT which works on the basis of
Peer to Peer (P2P) network. With P2P network multiple parties can store
and update the ledger at the same time without any central database or au-
thority. P2P network eliminating the centralized data storing and processing
increases the security of data.

The figure below illustrates the Distributed Ledges Technology’s work-
ing principle. According to it, DLT removes the central data storing or cen-
tral authority and places users as the main authorities to store, transfer and
change the data.
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Figure 21: Distributed Ledger Technology
Source: Barney, N., Troy, S., & Pratt, M. K. (2023). What is distributed ledger technology (DLT)? Tech
Target. https://www.techtarget.com/searchcio/definition/distributed-ledger.

Main principle of the DLT is decentralization and absence of centraliza-
tion. On the security side, DLT makes encryption of data so as to maximize
security to the top and disable third party access to the stored or transferred
data. Furthermore, DLT provides a constant and infinite data storage in
which no data can not be deleted (Barney et al., 2023). With the numerous
advantages, DLT has been used by Central Banks in their digital currency
infrastructure like in many other areas. Many Central Bank find DLT as the
best technology on which they establish their digital currencies.

Brazil

Brazilian Central Bank, Banco Central do Brazil (BCB), launched a re-
search program on the applicability, efficacy, pros-cons of the use of Central
Bank Digital Currency in August 2020. Guidelines of Digital Brazilian Real
was created by BCB in May 2021. Meanwhile, Brazilian Digital currency was
named as DREX which is an acronym of the Digital-Real (Brazilian Currency
name)-Electronic-X for both Idea of Modernity and connection to Pix (Bra-
zilian instant transfer system). Research and public webinars continued with
one another.


https://www.techtarget.com/searchcio/definition/distributed-ledger
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In February 2023, BCB launched the pilot project of DREX, made varying
tests on the applicability of it and planned to complete pilot project in 2024.
BCB announced that technological infrastructure of DREX has been con-
structed on the Distributed Ledger Technology (DLT) ecosystem (Banco Central
Do Brazil, 2023; CBDC Tracker, 2024b).

As of early 2024, Brazil is still at the experimenter phase since it launched
a research project on CBDC in 2020 and upgraded it by establishing a pilot
program in 2023. It has not made the DREX publicly available and has been
still keeping it limited to the pilot area.

Russia

Russia has been planning to transform its economy more challenging
and competitive against the global hegemonic structure for decades. There-
fore, many initiatives have been taken by Russia especially the collaborative
actions in BRICS. One of the most significant achievements of Russia at this
path is its effort in the implementation of Digital Ruble (Official Name of
Russian Central Bank Digital Currency).

As Russian Central Bank announced, Digital Ruble will be available to
use for transactions even in the absence of internet just like cash. (Transac-
tions will be made from the reserved amount from electronic wallet) More-
over, Digital Ruble will be used for online payments. Digital Ruble will be
equivalent to the cash Ruble. Digital ruble will provide faster, simpler, and
safer environment while it reduces the costs of payments services and bank-
ing. Moreover, it will increase the macroeconomic and financial stability of
Russia. (The Central Bank of the Russian Federation, 2020)

Russian CBDC journey began with the announcement by Elvira Nabiul-
lina who was the Governor of the Bank of Russia in 2019. In her speech,
Nabiullina declared that Russia will consider a gold-backed cryptocurrency
and researching for a digital payment method (Novoderezhkin, 2019).

Russia declared creation of a prototype platform of digital Ruble as of
December 2021. The platform was tested by making transaction between
individuals in February 2022 (Bank of Russia, 2022). In real life conditions,
Russia launched pilot testing of its CBDC named as Digital Ruble with the
participation of 13 banks and few clients as of August 15, 2023. As of Janu-
ary 2024, 13 banks, 600 individuals and 30 companies participated in testing
of Digital Ruble in its pilot project (Bank of Russia, 2024a). After the com-
pletion of digital Ruble tests in its pilot, Russia plans to open Digital Ruble
to the public use in 2025. (Bank of Russia, 2023).
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In spite of the fact that Russia is planning to initiate the broad use of
digital Ruble in 2025, its research is continuing and whether it will be com-
monly usable stays unknown. Therefore, Russia has stayed at The Experi-
menters Phase in the introduction of its Central Bank Digital Currency as of
February 2024.

India

In December 2019, Shaktikanta Das, Indian Reserve Bank Governor, an-
nounced that they are considering the issuance of Central Bank Reserve Cur-
rency. However, it was too early for India to issue CBDC due to the techno-
logical handicaps. (Ledger Insights, 2019) Das made another speech in
March 25, 2021 and declared that Indian Central Bank is working for the
creation of safe, robust, efficient and financially stable environment and in-
frastructure for the introduction of Central Bank Digital Currency (Das,
2021).

Reserve Bank of India (RBI) launched the pilot of Indian Central Bank
Digital Currency named as Digital Rupee (e) in October 7, 2022 (Reserve
Bank of India, 2022) RBI kept the usage of Digital Rupee among closed and
limited number of customers and merchants (eight banks) and locations
throughout pilot project in which person to person and person (P2P) to mer-
chant (P2M) transactions were made. Moreover, main parts of the pilot in-
frastructure were based on blockchain technology. (Press Information Bu-
reau of Government of India, 2022).

India’s Digital Currency
Figure 22: India’s Digital Rupee
Source: Reserve Bank of India. (2022). Concept Note on Central Bank Digital Currency. Reserve Bank of
India - Reports. https://www.rbi.org.in/Scripts/PublicationReportDetails.aspx?UrlPage=&ID=1218.
01.03.2024


https://www.rbi.org.in/Scripts/PublicationReportDetails.aspx?UrlPage=&ID=1218
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Distributed Ledger Technology (DLT) composes the infrastructure of
Digital Rupee project. Main motivations behind Indian Rupee project are to
get closer to the modern digital economy of India, “reduction in operational
costs including physical cash management, promoting financial inclusion,
bringing resilience, efficiency, and innovation in payments system, increas-
ing settlement system’s efficiency, supporting the innovation in cross-bor-
der payments and providing public with riskless virtual currency” (Reserve
Bank of India, 2022).

The pilot project of digital Rupee has been continuing and hosting grow-
ing number of participants. As of September 21, 2023, more than a million
users and 262000 merchants registered for the pilot project of Digital Rupee.
What is different in the pilot project of digital Rupee is that it enlarged the
coverage of pilot project and any person having the bank accounts in 13 pilot
banks can have access and use digital Rupee in seconds. People can reach
and make transactions with digital Rupee by downloading the Digital Rupee
App of their bank at any UPI (Unified Payments Interface- Indian instant
payment system) QR merchants or individuals in India. Sign of Digital Ru-
pee was demonstrated at figure 12 above (Indian Banks’ Association, 2024).

While Indian Digital Rupee is open to anyone having bank accounts in
the certain 13 commercial banks, many other countries are keeping their
CBDC pilot projects in so limited number of selected people, banks and re-
gions. Digital Rupee having more than one million participants with its open
structure to everyone having bank accounts in the enlisted banks, with more
than 260000 registered merchants can be differentiated than other country’s
CBDC pilot projects and can be listed in the category of Moderate Level Par-
ticipation since it enlarged its perspective so wide that limits for participa-
tion to digital Rupee are disappeared (other than having bank account in the
aforementioned banks).

China

China is the biggest economy in the world with 18,8 percent GDP share
of the world as of 2023 (International Monetary Fund, 2023a). China as the
world’s greatest GDP has four main motivations for issuing Central Bank
Digital Currency which are (Fullerton & Morgan, 2022, p. 10)

e to supply the people digital cash

e to promote fair competition while boosting the efficiency and safety
of retail payments

e to reduce the costs of cross border payments and increase efficiency
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e to increase financial inclusion

China is one of the earliest initiators of CBDC research in the world since
People’s Bank of China (PBOC) launched research on development of digital
fiat currency in 2014. PBOC continued research by establishing a Digital
Currency Institute in 2016 and it created China’s first digital currency model
in the same year. Research, and testing process continued in the following
years and China launched its pilot CBDC project named as e-CNY as of April
2020 (People’s Bank of China, 2021, pp. 1-7; CBDC Tracker, 2023).

E-CNY is declared to possess the main functions of money which are
being unit of account, medium of exchange and store of value. The value of
E-CNY is announced to be the identical of physical RMB. E-CNY is under
the control and issuance of PBOC. E-CNY pilot project is not a usual pilot
which is limited to 500 or 1000 citizens. Rather, it is open to everyone hav-
ing bank accounts in the commercial banks authorized by PBOC.

China has expanded E-CNY usage by starting the payment of public sec-
tor salaries in E-CNY in some parts of country. Changshu is one of examples
in which public sector payments began to be made in digital Yuan. This city
hosts 1.7 million residents and public sector’s E-CNY payments comprise
state-owned companies, schools, hospitals and relevant public institutions
as of April 2023 (He, 2023). Payment of public servant’s salaries is a huge
progress in adopting E-CNY in daily life for a giant economy. This step
shows the spread of Chinese usage and inclusion of Digital Yuan.

E-CNY is designed on two-tier architecture in which PBOC is responsi-
ble for issuance, disposal, inter-institution connections, wallet system ad-
ministration, selection of commercial banks which will serve with e-CNY.
Other commercial banks on the other hand will contribute to the E-CNY
system with their creativity and collective work during the E-CNY service
(Bank of International Settlements, 2022, p. 46). It will create competition
among commercial banks and support the development of E-CNY.

Digital Yuan was expanded to the usage in huge international platforms.
WeChat is one of the huge examples of it since WeChat declared that it
activated digital Yuan usage in WeChat payments as of March 2023
(Nwaokocha, 2023). WeChat is the fifth biggest global social network and
it has 1.3 billion active users as of third quarter of 2023 (Thomala, 2023).
WeChat provides not only messaging or communication services but also
providing its users with the services of shopping, food delivery, car sharing,
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bike rental, medical care; flight, train, movie tickets, hotels, games etc. Fur-
thermore, WeChat has a huge revenue from such services. As Shewale
(2023) underlined, WeChat in-App purchases reached $50.3 million as od
Q3 2023.

E-CNY inclusion has expanded to the outside of Chinese borders since
four foreign banks integrated digital yuan to their banking platforms as of
November 2023. Thus, millions of clients of these banks from around the
world have acquired access to the digital Yuan and gained the ability of trans-
ferring and withdrawing digital Yuan. As Sun (2023) underlined, the four
banks integrating e-CNY are Standard Chartered (a British Bank having 170
years of history and worldwide services), HSBC (Hong Kong based and has
159 years of history, among world’s largest), Hang Seng Bank and Fubon
Bank (Taiwan based).

This development indicates the international expansion or internation-
alization of E-CNY. Such expansion is a crucial step in exclusion of USD or
escaping from its hegemony by one of the BRICS members. Moreover, China
advanced the internationalization of E-CNY and bought 1 million barrels of
crude oil with e-CNY through PetroChina International Corp Ltd on October
18, 2023 (Jing, 2023). The trade in question has historical significance in the
sense that it is the first time E-CNY usage at international oil trade. With
this step, China excluded the USD in such a high amount of international
trade and promoted its currency in exchange. As Ledger Insights (2019) un-
derlined that China is probably leading the CBDC race and has been making
regular announcements regarding the development of a digital yuan.

China has advanced the E-CNY usage at national level by enabling the
two state banks (The Industrial and Commercial Bank of China (ICBC) and
the Agricultural Bank of China (ABC)) to exchange fiat cash yuan and Digi-
tal Yuan through more than 3,000 ATMs in Beijing as of June 2021 (Sina
Finance, 2021). Such facility encourages the Chinese public to use Digital
Yuan and to reduce the use of foreign currencies in daily life.

CBDC is one of the influential ways of liberating the China from the de-
pendency to the US and USD since it can make its currency easily converti-
ble, payable, reachable in the international area in an easy, costless, and se-
cured way. As underlined by Orcutt (2023), China would challenge the
USD’s global hegemonic and dominant reserve currency position if it suc-
ceeds in the implementation of Digital Renminbi or Digital Currency Elec-
tronic Payment (DCEP).
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The Figure below demonstrates the most used currencies in the world
for international payments in SWIFT between 2019-2024 based on share in
total transaction value. According to the figure above, USD has dominated
the international payments in SWIFT between 2019-2024. USD increased
by a third in January 2024 compared to January 2019 from 45 to 59 percent.
Euro, on the other hand, showed a serious decrease and fell to one third in
January 2024 compared to January 2019 from 34,4 to 12,7 percent. Chinese
Yuan usage in SWIFT tripled approximately in January 2024 compared to
2019 from 1,2 to 3,1 percent (Best, 2024).
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Figure 23: Most Used Currencies in The World for International Payments in SWIFT Between 2019-
2024 Based on Share in Total Transaction Value
Source: Best, R. (2024). Most used currencies SWIFT 2024. Statista.
https://www.statista.com/statistics/1189498/share-of-global-payments-by-currency/.

Although Chinese Yuan usage in the relevant measurement has been
rising, it has a huge gap between the USD and CNY. For example, the USD
usage in SWIFT in January 2024 was 20 times more than CNY usage. Hence,
there is a long way for CNY to go to catch up the hegemonic currency in


https://www.statista.com/statistics/1189498/share-of-global-payments-by-currency/
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SWIFT usage. However, the conditions are not equal since SWIFT is a plat-
form or organization was established by the hegemon itself and it sets the
rules in a way that benefits itself. E-CNY usage makes sense in the way that
it creates an alternative to hegemonic platform of SWIFT and gives the par-
ties to exclude the USD and relevant currencies.

When the development of China in CBDC (E-CNY) field is taken into
consideration, it reaches to The Advanced Level Participation in this study’s
participation scale since it provides the CBDC services to the general use of
public. When the improvements of China in CBDC field is assessed, it can
be stated with certainty that China is the most advanced member country of
BRICS in CBDC field, and it makes the country’s sovereignty in the mone-
tary field higher compared to the other members since the improvements in
question decreases the country’s dependency on the hegemonic interna-
tional monetary order and provides more autonomy.

South Africa

South Africa Republic is one of the least developed members of BRICS
in the field of Central Bank Digital Currency. It attached quite low signifi-
cance to the development of CBDC in retail usage. It launched the research
on the feasibility of CBDC for retail usage in 2021 and made approximately
no progress although it declared in the same press release to complete the
CBDC research part in one year (South African Reserve Bank, 2021). South
African Reserve Bank (SARB) declared in the relevant media release on May
25,2021 that “SARB launched a study to assess the feasibility, desirability and ap-
propriateness of a central bank digital currency (CBDC) as electronic legal tender, for
general-purpose retail use” (South African Reserve Bank, 2021). With the dec-
laration, South Africa officially started the research of retail CBDC initiative
in 2021 although it launched its wholesale version’s research in 2016
(CBDC Tracker, 2022).

The country declared a road map towards inclusive digital payments in
which it declared the projects and goals of country to create more inclusive
digital payment system comprising CBDC in April 2024. South Africa par-
ticipated a joint initiative for the development of CBDC with several coun-
tries. The initiative was named as Project Dunbar composing of Central
Banks of South Africa, Malaysia, Singapore and Australia in which they com-
pleted in March 2022 and proved that financial institutions of each country
can transact directly their different CBDCs in a faster, cheaper, safer and
easier way (South African Reserve Bank, 2024, p. 11).



BRICS’ Initiatives for Alternative Payment Instruments Against Global Hegemony | 179

Project Khokha and Khokha 2x are other projects of South Africa de-
clared in its road map which are in research phase. With these two projects,
the country aims to adopt the Distributed Ledger Technology (DLT) into
the financial transaction-payment system of country in addition to the de-
velopment of CBDC.

South Africa concluded its road map by defining 2 more years of research
for the exploration of the possible outcomes and feasibility of South African
CBDC in inter/national usage. (South African Reserve Bank, 2024, p. 33)
With the second extension of time for the development of CBDC, South
Africa stays behind the other member countries of BRICS while it misses
the technology and trend of the era. Furthermore, postponing the usage of
CBDC also delays the country’s achievement of higher sovereignty since it
stays bound to the conventional-international hegemonic structure of inter-
national payment system and order.

Consequently, South Africa stays in the Experimenters Phase in this
study’s scale of participation since it does not provide the CBDC services in
general use and it researches the CBDC instruments for years without any
concrete advancement.

Overall Analysis of BRICS Member’s CBDC Initiatives

The comparison of BRICS members’ CBDC initiatives highlights notable
differences in their progress and participation. China leads with the highest
participation level (4), having made significant strides in developing and im-
plementing its digital currency, e-CNY. It is already in public use, integrated
into platforms like WeChat, and utilized in cross-border transactions, in-
cluding international oil trade. These advancements position China as the
leader in the CBDC race, reflecting its strategic aim to reduce dependency
on the USD and reshape the global financial system. India, with a participa-
tion level of 3, has also made substantial progress through its Digital Rupee
(e?) pilot. The initiative includes over a million users and hundreds of thou-
sands of merchants, focusing on financial inclusion, cost reduction, and
modernizing its payment systems.

In contrast, Russia, Brazil, and South Africa are at earlier stages, each
with a participation level of 1. Russia’s Digital Ruble and Brazil’s DREX are
still in pilot phases, with public use planned in the coming years. Both coun-
tries aim to reduce reliance on the USD but face slower development time-
lines. South Africa, meanwhile, lags behind with minimal progress, limited
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to feasibility studies and small-scale collaborative projects like Project Dun-
bar.

These disparities show the varying levels of technological readiness, stra-
tegic priorities, and commitment among BRICS members. While China and
India are making bold moves to challenge the USD’s dominance, the other
members remain cautious, focusing on research and small-scale experi-
ments.

Table 23: Comparison of BRICS Members’ CBDC Initiatives

Coun- | CBDC Development Stage | Public Accessibility Participation
try Name levels
Brazil DREX Pilot phase Restricted to testing envi- Experimenters
ronment
. Digital Pilot phase, publ.lc Limited testing, future .
Russia rollout expected in . Experimenters
Ruble expansion planned
2025
. Digital Pilot phase with | Open to millions of users
India Rupee . Moderate
2) large-scale testing & merchants
e-CNY . .
China (Digital Advanced & opera- | Widespread public & Advanced
tional cross-border use
Yuan)
South Not yet | Feasibility study . .
Africa | launched | phase No public access Experimenters

Source: Author’s compilation

Alternative Cross-Border Financial Messaging Systems

The expansion of global trade has increased the volume and value of
cross-border payments. International financial messaging systems are cru-
cial to the global financial network, allowing institutions to exchange trans-
action details for verification before settlement (Congressional Research
Service, 2021). As the world with its people, institutions, organizations and
states integrates and interacts more, which is named globalization, the need
for and dependence on the international financial messaging systems in-
creases more since any of such international integrations and interactions
require money and its physical and electronic cross-border transfer. The
electronic transfer which composes the most important part of it is handled
through international financial messaging systems. The control of such a
system provides a huge privilege to its controller.

As known, the world has been ruled under a hegemonic structure since
the Industrial Revolution, no hegemon can be thought to set such an im-
portant system free. The USA as the hegemon of the contemporary era set
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and has been controlling the international money transfer messaging system
which consists of SWIFT and CHIPS for decades. As the world integration
and interaction continues, the world’s necessity and dependence on the in-
ternational money transfer messaging systems continue as well. However,
the dependency of countries is not only on the international messaging sys-
tem but also its controller (hegemon) since it sets the functioning of the
system and cut off any country from the system when it does not fit with its
interests as in the most concrete example of Russia and Iran cases which are
examined below.

SWIFT and CHIPS are the most current examples of such tools with
which hegemon benefits both by threatening its opponents to leave out and
by designing the rules of the system in accordance with its interest. There
have been many examples of such cases. Russia, for instance, began devel-
oping its international financial messaging system in 2014 when it was
threatened to be cut off from the SWIFT system (Rappeport, 2022). The
international financial system in this way becomes dependent on interna-
tional politics. Underlining the development and role of SWIFT is vital in
this part of study to comprehend the initiatives of challengers better in this
field.

SWIFT as Key Institution of International Money Transfer System

The Society for Worldwide Interbank Financial Telecommunication
(SWIFT) is a messaging system among international banks to inform the
amount, type of currency, and route to be transferred. SWIFT was estab-
lished as a cooperative initiative of 239 banks from 15 countries to solve the
problem of communication in international payments in 1973. The money
transfer instructions of banks are standardized by SWIFT, which led the way
of obtaining a consistent and fast communication system among banks
(SWIFT, 2024b). What made SWIFT unique and preferrable is the innova-
tion it applied in the system of communication among financial institutions
by leaving the telex system. Before SWIFT, cross-border payments were
communicated through telex which is a teleprinter network which enabled
the users to send speech and written messages to the receivers. However,
telex was insecure, risky and costly in addition to its complexity due to the
absence of standardization in messages (Cipriani et al., 2023, pp. 42-43).
What SWIFT brought to the cross-border financial transfer world is an in-
ternational messaging platform based on a computer system to receive,
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check and send messages to the receiver institution in a standardized, se-
cure, fast and reliable way. The system brought message standards common
to the all receiver and sender (SWIFT, 2024a).

The SWIFT system, which was established in the 1970s and introduced
such innovations, has grown and been preferred all around the world since
its establishment. It has become a monopoly for decades which was bene-
fited more by a certain countries of the world. In the contemporary interna-
tional order, SWIFT is so wide that it serves in more than 200 countries and
territories; connects more than 11.000 institutions, transmitted more than
8,4 billion Financial Information (FIN) messages as of 2024 (SWIFT,
2024a). Worldwide SWIFT usage is so high that average FIN messages of
December 2022 was recorded as 44,8 million per day (SWIFT, 2022b). In
addition to the benefits mentioned below, SWIFT provides and promotes
the worldwide usage of the USD since its transactions are largely held in
USD (Crowe, 2025). The larger the USD is transacted through SWIFT, the
more the world becomes dependent on the USD, which augments the finan-
cial hegemony of the USA.

The USA’s Control over SWIFT

The US has an overarching influence and control over SWIFT. USA’s
unauthorized access to SWIFT’s customer data became public to the world
in 2006 and it led to the disturbance among customers (both institutions
and persons) and to the chaos in SWIFT (Scott & Zachariadis, 2013, p. 129;
The New York Times, 2006). Furthermore, this case proves that the USA
controls and uses SWIFT in accordance with its interest. Following the ter-
rorist attacks of September 11, 2001, The USA initiated a program named
Terrorist Finance Tracking Program (TFTP) under Department of Treasury
in the same year. The program was aimed to track financial transfers of ter-
rorist groups. With this aim of TFTP, The US Department of Treasury has
acquired secret information from SWIFT illegally for decades. The US’ illegal
interception of information from SWIFT became public in 2006 and led to
the problems in SWIFT and European Union (since what the USA did was
illegal to the EU laws to which SWIFT was bounded through Belgium).

The problem and disturbances were serious in the EU and SWIFT side.
As a result, SWIFT stopped sharing and storing information to the USA in
2009. However, it was easily overcome by the USA in August 2010 as a re-
sult of negotiations with SWIFT. Since August 2010, SWIFT continuously
convey customer information regardless of the ethics and privacy issues and
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laws (U.S. Department of The Treasury, 2024; Cipriani et al., 2023, p. 37).
Following the disputes relevant to the illegal and unethical leaking of cus-
tomer information to the USA, SWIFT made a bunch of changes in its rules
for putting its dissemination of customer data to the USA on a legal basis in
2007.

In the following three years, Belgian Data Privacy Commission, Euro-
pean Council of Ministers, eminent European Person” and many other offi-
cial persons, groups and institutions made separate meetings, conclusions,
declarations to enlighten the issue. The result took place in the interest of
the USA as it demanded and, SWIFT was decided by the EU authorities to
continue disseminating its customer data to the USA (Scott & Zachariadis,
2013, pp. 125-135). This case is concrete proof that the USA is using SWIFT
which is a key and unique institution of international money transfer System
in accordance with its interests.

Another unfair benefit that the USA acquires through the SWIFT system
is that the USA enforces sanctions on the countries with which it has con-
flicting interests and, cuts their connection with the international money
transfer system by disabling their access to the SWIFT. Iran (2012), North
Korea (2017), Russia and Belarus (2019) are concrete examples of such
cases.

Iran is one of the most prominent examples of such unfair benefit. Iran
is known worldwide as the eternal enemy of the USA. In February 2012, The
USA passed a bill named as “the Iran Sanctions, Accountability, and Human
Rights Act of 2012” and imposed series of sanctions against Iran to prevent
it from acquiring mass destruction weapons and cause human right prob-
lems. The sanctions comprised the authority and ability to the US president
to impose sanctions against the institutions which are providing financial
messaging services to the Iranian financial institutions.

SWIFT fearing from such an authority and ability disconnected Iranian
financial institutions from SWIFT immediately and waited for the new ar-
rangements in EU rules. Only one month later, in March 2012, EU regula-
tion 267/2012 passed and forbade the SWIFT from providing financial mes-
saging services to the declared Iranian financial institutions comprising its
Central Bank (US Congress, 2012; Cipriani et al., 2023, pp. 46-48; Caval-
canti, 2023). Thus, Iran was cut off from the widest international financial
communication system through SWIFT as a result of the US demand (Con-
gressional Research Service, 2021, p. 13). However, it was not the end. On



184 | BRICS’ Initiatives for Alternative Payment Instruments Against Global Hegemony

the contrary, a more tragic part was just beginning. In 2015, Iran was recon-
nected to the SWIFT system as a result of an agreement signed under the
leadership of the USA named as “the Joint Comprehensive Plan of Action
(JCPOA)” between Iran, USA and some other countries in 2015. When the
USA withdrew from the agreement in 2018, it did not take the SWIFT too
long to disconnect Iran again from the SWIFT system which took place only
six month later after the USA’ withdrawal (Cipriani et al., 2023, p. 49; Con-
gressional Research Service, 2021, p. 13).

The aforementioned SWIFT actions which are comprising the connec-
tion and disconnection of Iran to the system is clearly bounded to the USA’s
wishes, as it can be detected easily. Hence, how can SWIFT assure the world
of its neutrality or impartiality? Indeed, the world has been convinced that
SWIFT has been acting in accordance with the wishes and interests of the
USA for decades, which leads the challengers to establish alternatives to the
SWIFT as examined below.

Russia as another eternal enemy of the USA attacked to the Ukraine on
February 24, 2022, and launched invasion. On the same day, the U.S. Treas-
ury made a press release and announced that The USA will impose harsh
sanctions including SWIFT and severe economic costs. Additionally, the
Treasury underlined that the sanctions will be enforced in March 2022 (U.S.
Department of The Treasury, 2022). Following the US’ press release, SWIFT
disconnected designated Russian entities (which were previously noted by
the US Treasury press release) as of March 2022 (SWIFT, 2022a; Cavalcanti,
2023; Congressional Research Service, 2021, p. 15).

In 2017, under pressure from the U.S. and in line with U.N. sanctions,
SWIFT cut off North Korea’s financial system by removing seven North Ko-
rean banks from its network. While three of these banks were under U.N.
sanctions, SWIFT did not clearly specify the reasons for removing the re-
maining four, leading to speculation that political pressure played a key role
(Congressional Research Service, 2021, p. 14).

In the announcements of the USA and SWIFT, the key reasons behind
the countries’ disconnection from the SWIFT is underlined as to ensure “ter-
ritorial integrity of sovereign states” against Russia (SWIFT, 2022a; U.S. De-
partment of The Treasury, 2022), “human right abuses, proliferation of
weapons of mass destruction” against Iran (US Congress, 2012; SWIFT,
2016). However, there is a dilemma in the hegemon’ and its partners’ atti-
tudes against world countries. The most prominent example of it is their
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attitude towards Israel-Palestine conflict. Israel has been convicting geno-
cide since its establishment in 1948. As of May 2024, more than 134.000
Palestinians were killed by Israeli armed forces; invaded 85 percent of Pales-
tinian territory, millions of Palestinians have been displaced or forced to mi-
grate from their homeland since 1948 (Euronews, 2024).

Moreover, The United Nations (UN) announced on June 7, 2024, that
UN added the Israeli military to the blacklist of countries which are offend-
ers failing to protect children and abusers against children in armed conflict.
Between October 2023 and June 2024, Israeli military killed 36.731 people
more than 15.000 of whom are children between October 2023 and June
2024 (BBC, 2024).The catastrophe has been taking place in front of the
world countries for more than 70 years. However, USA supports the geno-
cide carried by Israel against Palestinians. The support of the USA to the
genocide comprises huge amount of financial, political, and military aids.
The following chart indicates the amount of aid by the USA to Israel between
1946 and 2024.

350
300

250

150
90
100 105 95
70 43 50
50 52
0 fEHE R E »
3 RS Q& & RSN 2 Q& N &
\c} Q/@\ ,b(\\‘::& ) Q,}’(\'b \{i‘/b\ N \l_OJ\ ) (\Qobo & A 0(\9
N\ N N D
& & > oF
[ S < s <&
) 0(\

H Economic ® Military

Figure 24: U.S.' Aid to Selected Countries Between 1946-2024 (in Billions of USD)
Source: Masters, J., & Merrow, W. (2024). U.S. Aid to Israel in Four Charts. Council on Foreign
Relations. https://www.cfr.org/article/us-aid-israel-four-charts. 7.6.2024

As it has been indicated in the figure above, USA has been providing
huge amounts of economic and military aid to Israel since 1946. The total
amount of the US aid to Israel reached 310 billion USD composing of 80
billion USD economic aids and 230 billion USD military aid between 1946
and 2024. The amount is the double of the nearest country which is Egypt.
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(Masters & Merrow, 2024) Therefore, the ambivalent attitude of the USA
towards the world shows that the world composes of two sides one of which
is the hegemon supports and the other of which is the hegemon opposes.
The sides become clearer when the number of aids, the SWIFT bans and
sanctions are taken into account. Hence, the latter side which have not been
benefiting enough from the international order ruled by the hegemon chal-
lenges against it in accordance with their capability. While some of them
afford to challenge by launching alternative payment instruments against
the existing hegemonic international order, the other weak countries which
have not been obtained the advantages of the international order composes
support to the big challengers like China, India, Russia. The case takes place
just like it was drawn in the Power Transition Theory of Organski.

When the international order is in the hands of a hegemon as monopo-
list order, countries develop and apply alternative ways and orders when
they feel that they are benefiting less than others or they contribute, or when
they feel they are under threat. For such initiatives to happen as underlined
in the Power Transition Theory of Organski (1958, p. 338), the following
three preconditions must be met by the countries in question which are
enough level of industrialization, population size and effective political
structure. With this regard, there are many countries in this position. Some
of them are in BRICS and they are examined below.

CHIPS as the Second Key Institution of International Money Transfer System

The Clearing House Interbank Payments System (CHIPS) is a private-
sector payment system in the United States established to facilitate large-
value fund transfers It plays a key role in the global financial infrastructure.
Operated by The Clearing House Payments Company L.L.C., CHIPS pro-
cesses approximately $1.8 trillion in payments daily, with around 95% of
transactions involving cross-border fund transfers in USD (The Clearing
House, 2024, 2025¢). As of January 2025, CHIPS has 41 participants15 (The
Clearing House, 2025b).

The Clearing House, established in 1853 by the largest commercial
banks in the United States and it is the oldest banking association in the
country. It was created to foster collaboration among banks in developing

5 PFor further informaiton about the details of participants, visit the following link:

https://www.theclearinghouse.org/-/media/New/TCH/Documents/Payment-Sys-
tems/CHIPS_Participants_Revised _01-24-
2025_v2.pdf?rev=69f06b9eebbb460fad407235cd764c63. Date of Access: 11.03.2025
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payment systems and financial infrastructure. Over the years, it has evolved
to provide innovative solutions. CHIPS, established in 1970, was designed
to replace outdated and inefficient methods for processing interbank trans-
actions. It facilitates secure and streamlined high-value transfers by func-
tioning as a real-time gross settlement system (RTGS). By implementing a
multilateral netting mechanism, CHIPS aligns and offsets payments contin-
uously while it minimizes the liquidity required for large-scale transactions
(The Clearing House, 2025c). CHIPS has thus become one of the most ef-
fective payment systems globally.

Country A U.S./ CHIPS Payment Country B

f-f-h-h-d S

Originator ~ Originator  Intermediary Intermediary Beneficiary  Beneficiary
Bank Bank 1/ Bank 2/ Bank
CHIPS CHIPS
Sending Receiving
Participant  Participant

Figure 25: Workflow of a Financial Transfer Through CHIPS
Source: The Clearing House. (2025a). CHIPS Public Disclosure of Legal, Governance, Risk Management, and
Operating Framework. The Clearing House. https://www.theclearinghouse.org/-
/media/New/TCH/Documents/Payment-Systems/CHIPS_Public_Disclosure_01-17-
2025.pdf?rev=acc92d83c3be4186b643fa5daf7d32ee. 11.01.2025

The workflow of a regular financial transfer through CHIPS is illustrated
in the figure above. According to it, the process begins with a CHIPS partic-
ipant (for example from country A) which submits a payment message. It
undergoes validation and enters a queue. Afterwards, the sending bank’s
prefunded balance is verified. The system settles the transaction instantly
and irrevocably if liquidity is available. Throughout the day, transactions are
continuously netted to ensure liquidity. At the end of the day, pending trans-
actions are netted, obligations are settled, positions are balanced, partici-
pants are notified (The Clearing House, 2025a, pp. 20-26).

CHIPS’ Role in the US Hegemony
CHIPS reinforces the dominance of the USD in global trade and finance,
as it exclusively processes USD transactions. This not only strengthens the
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USD’s position as the global reserve currency but also allows the United
States to exert significant influence over international financial flows.
Through regulatory frameworks, such as the Office of Foreign Assets Con-
trol (OFAC) sanctions, the US government can restrict access to CHIPS for
certain entities or countries. It can thereby obtain the ability of using it as a
geopolitical tool after SWIFT.

CHIPS has become an essential instrument in maintaining US financial
hegemony. By controlling a critical part of the international payment infra-
structure, the United States can support its foreign policy objectives and
strengthen its economic power. This dynamic, while beneficial for the US,
has prompted challenger nations like BRICS to develop alternative systems
such as China’s CIPS (Cross-Border Interbank Payment System), Russia’s
Transmitting Financial Messages (SPFS), India’s SEMS (Structured Finan-
cial Messaging System), South Africa’s PAPSS (Pan-African Payment Settle-
ment System) to reduce reliance on US-dominated financial networks. This
context sets the stage for analyzing BRICS members’ initiatives of alterna-
tive cross border financial transfer systems to the SWIFT and CHIPS.

Brazil

Unlike Russia and China which have developed their own financial mes-
saging systems—SPFS and CIPS, respectively, Brazil has not independently
established an alternative to SWIFT or CHIPS. Instead, Brazil relies on ex-
isting global financial messaging networks for cross-border transactions.
While the country has made significant advancements in digital payments,
particularly with the introduction of PIX, its instant payment system, this
initiative remains focused on domestic transactions rather than interna-
tional financial messaging (Banco Central Do Brazil, 2025).

However, Brazil actively participates in BRICS-led efforts to reduce reli-
ance on Western-dominated financial infrastructures. It has engaged in dis-
cussions regarding a potential BRICS payment system and has explored
deeper financial cooperation with China and Russia, including the possibil-
ity of conducting trade in local currencies (The State Council Information
Office: The People’s Republic of China, 2023b). Despite these collaborative
efforts, Brazil has yet to implement a standalone financial messaging system
that would serve as a direct alternative to SWIFT or CHIPS. In this context,
Brazil stays at Non-Participants category in the initiatives for alternative in-
ternational financial messaging system.
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China

Cross Border Interbank Payment System (CIPS) is “a wholesale RMB
cross-border payment and clearing system established by People’s Bank of
China in 2015” (CIPS, 2024b) as an alternative to the CHIPS (Clearing
House Interbank Payment System) and SWIFT (Society for Worldwide In-
terbank Financial Telecommunication) to increase the use of RMB world-
wide; to decrease the costs of international payments arising from the hege-
monic structure and to diminish the dominance and dependency on the USD
and systems based on it worldwide. Most importantly, CIPS was established
to eliminate the dependency on the US hegemony and to increase Chinese
sovereignty. CIPS with its genuine and robust structure as an alternative to
the US centric international financial order plays a significant role in chal-
lenging it, diminishing the USD dominance worldwide (Bhusari et al., 2024;
Cipriani et al., 2023, p. 49).

The establishment and development of CIPS took place in two phases.
The first phase was initiated in 2012 to conduct research on the establish-
ment of such a system. As a part of the first phase, CIPS became operational
on October 8, 2015, with 19 Direct Participants and 176 Indirect Partici-
pants from 50 countries over 6 continents. The first phase also covered the
process of overall compliance of CIPS with international standards like Prin-
ciples for Financial Market Infrastructures and Core Principles for Systemically Im-
portant Payment Systems for the system design and rules (CIPS, 2024b; The
People’s Bank of China, 2023, p. 61). After proper functionality, increasing
participation from the world and compliance with the international stand-
ards, CIPs completed its first phase and transitioned to the second.

The second phase of CIPS was piloted in March 2018 and became fully
operational in May 2018. The second phase covered the expansion of CIPS’
network, addition of new functions, ensuring the stable functioning of the
system. CIPS in its second phase accommodated more settlement modes,
feature of supporting financial market transactions, extended service hours
(from 5 days-12 hours to 5 days-24 hours + 4 hours comprising almost all
financial markets in every time zone) and developed message design and
introduction of CIS backup system (People’s Bank of China, 2018; CIPS,
2024b). The mission of CIPS is “Wherever there is RMB, there is CIPS ser-
vice.” (CIPS, 2024b). CIPS’ mission highlights its aim to bypass the US cen-
tric cross-border financial transfer systems which are SWIFT and CHIPS.
CIPS composes a significant part of “RMB Internationalization Report” pub-
lished by The People’ Bank of China for nearly a decade (The People’s Bank



190 | BRICS’ Initiatives for Alternative Payment Instruments Against Global Hegemony

of China, 2023). It shows that China attributes a significant portion to CIPS
in its strategy of dedollarization, decreasing its dependency on the USD and
US centric cross border transaction systems of SWIFT and CHIPS. The
steady and immense amount of development in the usage and functioning
of CIPS is another indicator depicting China’s commitment to this goal.

The table below shows the significant growth of the Cross-border Inter-
bank Payment System (CIPS) in terms of participation, geographic coverage,
and transaction volume from its establishment in 2015 to 2024. In terms of
participant growth, the number of direct participants increased dramatically
from 19 in October 2015 to 168 by December 2024, which highlights the
expanding adoption of the system. Similarly, the number of indirect partici-
pants grew from 176 in 2015 to 1,461 by 2024, depicting the system’s ex-
tensive network expansion.

In terms of geographic expansion, CIPS expanded to 185 countries by
2024, connecting over 4,800 banking institutions globally while it was cov-
ering 50 countries in 2015. This indicates an increasing global reliance on
CIPS as a platform for RMB transactions. In terms of transaction volume,
the annual business volume of CIPS grew exponentially. It showed modest
volume as RMB 96.7 trillion (USD 13.2 trillion) in 2022 and reached RMB
175 trillion (USD 23.8 trillion) by 2024. This surge reflects the growing de-
mand for cross-border RMB transactions facilitated by CIPS (The Clearing
House, 2025b; CIPS, 2022, 2024b, 2024a; The People’s Bank of China, 2023,
p. 20).

The table also highlights a comparison of the annual business volumes
of CIPS (Cross-border Interbank Payment System) and CHIPS (Clearing
House Interbank Payments System), emphasizing their respective roles in
global financial infrastructure. CIPS has not shared its annual business vol-
ume data until 2022. According to the data in the table below, CIPS achieved
an annual business volume of RMB 96.7 trillion (USD 13.2 trillion) in 2022.
This figure represents a substantial milestone for CIPS, showcasing its rapid
adoption and growing role in facilitating RMB-based cross-border transac-
tions. In comparison, CHIPS processed USD 469 trillion, maintaining its
dominant position as a mature and well-established global clearing system.
It is nearly 35 times more than CIPS’. However, CIPS’s growing volumes
highlighted its steady rise as an alternative system catering to China’s stra-
tegic objectives, including promoting the RMB in global trade and reducing
reliance on Western financial infrastructure.
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Another comparison matter is the number of participant institutions. As
of 2024, CHIPS has 41 participant (The Clearing House, 2025b) while CIPS
has 168 participants (CIPS, 2024a) around the world. Although CIPS has
more participants than CHIPS, it has 1/19th business amount of the CHIPS
as of 2024 as depicted in the table below.

By 2024, CIPS had nearly doubled its annual business volume to RMB
175 trillion (USD 23.8 trillion). This dramatic increase reflects its expanding
global network, fueled by the Belt and Road Initiative (BRI) and the growing
use of RMB in international trade and finance. Meanwhile, CHIPS saw a
slight decline in its annual volume to USD 463 trillion, suggesting a plateau
in its growth. This decline may signal that CHIPS, while still dominant, is
facing increased competition from emerging systems like CIPS, particularly
in regions where China has strengthened its economic influence. The differ-
ence between the two systems in terms of annual business volume declined
so dramatically that CHIPS’ business volume became 19 times more than
CIPS’ in 2024 while it was 35 times more in 2022. It shows that the gap
between the two systems is closing, and China’s alternative initiative is
reaching to the point.

Overall, the comparison of 2022 and 2024 underscores CIPS’s rapid
growth as a key player in global payment systems, while CHIPS maintains
its traditional dominance with a much larger but more stable transaction
volume. This trend reflects the shifting balance in global financial power,
with CIPS playing an increasingly critical role in supporting China’s ambi-
tions for RMB internationalization.

When the strategic impact of CIPS’ with its operational usage and capa-
bility is analyzed, it can be detected that CIPS’ expanded network and in-
creased transaction volumes align with China’s strategy to internationalize
the RMB and reduce dependency on traditional Western financial systems.
The data thus highlights CIPS’s role in promoting the global use of the RMB.
This impressive growth demonstrates CIPS’s success as a key infrastructure
in supporting RMB cross-border payments, facilitating global trade, and re-
inforcing China’s influence in the international financial system.

Table 24: Development of CIPS between 2015-2025

Year | Coun- | Participant Date Network | Annual Business Vol-
try - - ume

Di- Indi- (in trillions)

rect rect
CIPS | CHIPS




192 | BRICS’ Initiatives for Alternative Payment Instruments Against Global Hegemony

2015 | 50 19 176 10.2015 Establishment | USD
year 375
2019 | 94 33 903 12.2019 | 3000+ in- | No data USD
stitutions 417
in over 167
countries
2022 | 109 77 1283 12.2022 RMB 96,7 USD
(or USD 13,2) | 469
2024 | 119 168 1461 12.2024 | 4800+ in- | RMB 175 USD
stitutions (or USD 23,8) | 463
in over 185
countries

Source: Author’s compilation from (CIPS, 2021a, 2021b, 2022, 2024b, 2024a; The Clearing
House, 2025b; The People’s Bank of China, 2023, p. 20).

The figure below illustrates the average daily frequency and value of
RMB transactions through CIPS from 2015 to 2023, which emphasizes the
system’s continuous expansion and growing importance in global financial
transactions. According to the figure, the average daily number of transac-
tions shows a steady upward trajectory, starting from below 2,000 transac-
tions in late 2015 and exceeding 26,000 daily transactions by mid-2023. This
consistent growth reflects the increasing reliance on CIPS for facilitating
RMB cross-border payments. The average daily transaction value (depicted
by the red line) also experienced significant growth, starting below 50 billion
yuan in 2015 and reaching over 500 billion yuan in 2023. This substantial
increase highlights the rising volume of high-value cross-border transactions
being processed by CIPS. Notable growth acceleration is observed around
2019-2021, which could be attributed to heightened global adoption of
RMB transactions and China’s ongoing efforts to internationalize its cur-
rency. By 2022-2023, both transaction frequency and value exhibit stable
and continuous growth, which depicts that the system has matured into a
key infrastructure for global RMB transactions.

Oerall, the increasing transaction frequency and value align with China’s
strategy to promote the internationalization of RMB and reduce reliance on
traditional hegemonic financial systems. CIPS has grown into a critical com-
ponent of China’s financial infrastructure, facilitating global trade and
strengthening its role in the international monetary system. This expansion
reflects not only the success of the system but also the growing trust and
adoption of RMB in cross-border transactions worldwide.
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Figure 26: Average Daily Frequency and Value of RMB Transactions by CIPS between 2015-2022
Source: The People’s Bank of China. (2023). 2023 RMB Internationalization Report. The People’s Bank of
China. Page: 21.
http://www.pbc.gov.cn/en/3688241/3688636,/3828468/4756463/5163932/index.html. 19.01.2025

The system takes appreciation from the Chinese press as well. According
to Xu Zaiyue, president of CIPS, the system not only facilitates RMB trans-
actions in global trade, finance, and economic activities but also plays a cru-
cial role in establishing the necessary infrastructure for the currency’s inter-
nationalization (People’s Daily Online, 2023). Zhou Maohua, a macroeco-
nomic analyst at China Everbright Bank underlined the significant role of
CIPS in the global payments with RMB in a press release (Lanxu, 2023).

Sheng, on the other hand, regards the expansion of the worldwide usage
of CIPS as the best way to diminish the hegemony of the USD and to bypass
the US’ sanctions (Kanthan, 2023).

When the overall development and worldwide usage of CIPS is taken
into consideration as analyzed above, it can be easily emphasized that China
has depicted advanced level participation to the initiatives of developing al-
ternative cross border financial transfer system with its CIPS. Furthermore,
China has moved beyond developing such an initiative by with its CIPS, as
CIPS is likely to catch up with or even surpass CHIPS in the near future
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when their annual transaction volumes and developments in the recent
years are compared.

Russia

Russia like other BRICS members established a financial messaging sys-
tem named “Financial Messaging System of the Bank of Russia” (SPFS) in
2014 following the political pressures to disconnect Russia from SWIFT
(Cipriani et al., 2023, p. 48). In this context, SPFS is a pivotal development
in the evolving landscape of global financial transactions, representing an
alternative to traditional, Western-dominated systems such as SWIFT and
CHIPS. SPFS provides a secure and reliable communication platform for
electronic financial transactions since 2014 (The Bank of Russia, 2024a). It
embodies Russia’s strategic initiative to ensure financial sovereignty and re-
silience against western centered economic and financial pressures. The de-
velopment and adoption of SPFS highlight the strategic shifts in global fi-
nancial governance, showcasing how nations like Russia seek to counterbal-
ance Western hegemony through innovative financial infrastructure.

SPFS aims to maintain stable and seamless financial messaging while
adhering to unified principles and rules. Its 24/7 operational model under-
scores the system’s commitment to uninterrupted service. As of December
2024, it supports over 550 users across 20 countries, demonstrating its
growing international reach. The system facilitates sending and monitoring
financial messages in SWIFT formats, ISO 20022 messages, and proprietary
formats, emphasizing versatility and interoperability (The Bank of Russia,
2024a).

There has not been any published data on the annual business volume
of SPES, probably because of the low usage. With this regard, SPFS or Bank
of Russia has just published the number of SPFS messages sent annually.
The annual SPFS messages sent was 5 in 2018 and it reached 219 in 2023
(The Bank of Russia, 2024b). It shows that SPFS stayed quite local and un-
popular compared to China’s CIPS (with $175 trillion annual business vol-
ume according to CIPS (2024a)) or hegemonic CHIPS (with $175 trillion
annual business volume according to The Clearing House (2025a)).

The creation of SPFS aligns with the broader geopolitical objective of re-
ducing dependence on Western-dominated financial infrastructure by offer-
ing an alternative but localized solution. Furthermore, the cost-effectiveness
of SPFS, with message fees as low as 0.8 to 1 RUB per transaction, is a good
advantage for it to be preferred by the world (The Bank of Russia, 2024a).
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Despite its advantages, SPFS faces challenges in gaining widespread adop-
tion, particularly from entities already embedded within the SWIFT net-
work. Depending on the Russia’s efforts, SPFS’s increasing user base may
augment more and transform it into a serious alternative to SWIFT and
CIPS. However, SPFS can not be evaluated more than under “Low-Level Par-
ticipation” in this study’s scale.

India

India’s efforts to develop a national level-financial messaging system
date back to the beginning of the 21st century. In 2001, Indian state organ-
ization named Institute for Development and Research in Banking Technol-
ogy (IDRBT) launched the Structured Financial Messaging System (SFMS)
to offer secure financial messaging services to domestic banks and financial
institutions across the country (Optimize IAS, 2023).

SEMS is India’s secure financial messaging platform designed for intra-
bank and inter-bank communication developed as a domestic alternative to
SWIFT. It is modular, web-enabled, and ISO-compliant, featuring smart
card-based access control, encryption, and authentication. SEMS is inte-
grated with key Reserve Bank of India (RBI) applications such as Real Time
Gross Settlement System (RTGS), Negotiated Dealing System (NDS), Secu-
rity Settlement System (SSS), and Centralized Funds Management System
(CEMS), facilitating secure fund transfers and settlements (A. Thomas et al.,
2022, p. 1; Institute for Development and Research in Banking Technology,
2025). As of 2023, there were around 250 local member users of SEMS (Op-
timize IAS, 2023).

SFMS message standards are viable with the SWIFT codes However,
SEMS could not reach to the international level usage despite all these secu-
rity and functionalities (Vikaspedia, 2024). The reason of low-level usage of
SEMS would derive from both the insufficient efforts of India to promote
SFMS’ wider usage and its intense usage of hegemonic payment instruments
instead of alternatives.

While SEMS strengthens India’s financial messaging infrastructure, its
lack of international adoption limits its role as a true alternative to Western-
dominated systems like SWIFT and CHIPS (Congressional Research Service,
2021, p. 11). In other words, it is vital for alternative systems like SEMS to
be utilized in cross-border financial transfers as long as they want to stand
for initiating as an alternative way to the SWIFT and CHIPS. The local solu-
tion of SEMS does not enable it to be used by the world, which disables its
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ability of composing an alternative initiative to the SWIFT or CIPS in the
fields of financial messaging system at international level. Therefore, SEFMS
stays at the experimenters level which is described by this study as “coun-
tries which are researching and testing the usage of relevant instruments in
a limited scale.

South Africa

Despite its strong financial sector and active role in BRICS, South Africa
has not developed an independent financial messaging system to serve as an
alternative to SWIFT or CHIPS. Instead, it continues to rely on existing
global financial infrastructures for cross-border transactions. While South
Africa has taken steps to modernize its domestic financial ecosystem such
as adopting the ISO 20022 standard to facilitate its international financial
messaging processes and launching PayShap, a real-time payment platform
(South African Reserve Bank, 2022; Payshap, 2025). These initiatives are
focused on internal efficiency and financial transfer rather than creating an
alternative to Western-dominated financial messaging network. As a result,
South Africa continues to operate within the SWIFT system, without a dis-
tinct effort to establish an independent financial messaging infrastructure.
Therefore, South Africa stays at non-participants category in the initiatives
for alternative international financial messaging system.

Collective: BRICS PAY

BRICS as a union has provided the world system with many advantages
in the path of achieving multipolar world. Some of them are creating an ap-
propriate environment in which members could act coherently in their ini-
tiatives; depicting the world a robust stand against global hegemony and
fostering financial mechanisms that reduce dependency on Western-con-
trolled international financial system.

One of the most significant efforts in this context is the BRICS Pay initi-
ative. BRICS Pay which was introduced by BRICS in 2018 is a payment sys-
tem that enables its users to make payments via QR codes in local currencies
during both national and international payments by using its own techno-
logical payment system structure. In its early phases, BRICS PAY was
planned to use Visa and Mastercard while its subsequent phases was
planned to cover the usage of existing national payment systems of member
countries (BRICS Pay Consortium, 2024, p. 1).
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The critical feature of BRICS Pay in challenging global hegemony lies in
its decentralized structure and governance. BRICS Pay has no central au-
thority and operates based on the principles of a decentralized autonomous
organization (DAO) while remaining compliant with the regulations of par-
ticipating BRICS members. BRICS PAY has been run by the consortium un-
der BRICS that unites technological, legal and financial and consulting com-
panies. In the security part, BRICS PAY has been reinforced with blockchain
system for security and decentralized fractal topology (layered decentralized
system) for the adoption of differing contexts (BRICS Pay Consortium,
2024, p. 2).

The significance of the development of BRICS PAY grew in 2022 after
sanctions on Russia, following its invasion of Ukraine, its access cut off to
SWIFT and the USD. Overall, BRICS PAY’s potential of composing an alter-
native to SWIFT plays crucial role in the acceleration of its establishment
and development (Freidin, 2024). The removal of Russia from SWIFT aug-
mented BRICS members’ enthusiasm of creating a collective alternative to
the Western-controlled financial messaging systems while making Russia
obliged to do so.

BRICS Pay represents BRICS’ collective initiative toward reducing reli-
ance on Western-dominated financial messaging and payment systems such
as SWIFT and CHIPS. BRICS Pay aims to facilitate seamless cross-border
transactions among BRICS nations by utilizing digital payment mechanisms
and alternative financial messaging infrastructures (BRICS Pay, 2025). The
usage of mobile phones for BRICS PAY16 even in the absence of internet
connection (BRICS Pay Consortium, 2024, p. 2) makes it unique and pre-
ferrable by the wider range of people.

As underlined in the official website of BRICS Pay (2025), financial sov-
ereignty enables nations to control their transactions and reduce reliance on
external systems. BRICS Pay advances this goal by developing an alternative
financial messaging network, enhancing cross-border transactions without
dependence on SWIFT or CHIPS. Furthermore, it ensures secure, fast, and
cost-effective financial communication by integrating with national systems
and fintech firms. As a decentralized network, it operates without central
authority while complying with each country’s regulations. Its undisclosed

16 The application of BRICS PAY is available on Google Play and App Store.
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membership and flexible structure boost its independence and makes it a
key tool in reshaping global financial system.

BRICS PAY initiative aligns with the broader BRICS strategy of financial
sovereignty and de-dollarization as it allows member states to conduct trade
in their local currencies and bypass traditional Western-controlled interme-
diaries. In this context, Russia shows its enthusiasm for the advancement in
the establishment of BRICS PAY by hosting the BRICS PAY payment tests
in its domestic market during the 2024 BRICS Summit. In this test, 4000
people participated and made purchases at the sales points within the World
Trade Center. Furthermore, it is emphasized that the payment system in
question will enlarge outside the Russia like Tiirkiye, Maldives, Egypt etc.
in the first half of 2025 (BRICS Pay Consortium, 2024, p. 2). With this re-
gard, BRICS PAY has completed the Experimenters phase as of 2024. In ad-
dition, BRICS PAY is planned to enter the low-level participation in the first
half of 2025. Although this plan is expected to be realized in a short period
of time, BRICS PAY initiative can not be admitted as a low-level participa-
tion without the plan’s actualization. Hence, BRICS PAY is regarded in this
study as a collective initiative in the field of alternative international financial
messaging system at experimenters phase, which depicts a promising future
in the collective challenge of BRICS to the prevailing financial hegemony.

BRICS Pay has the potential to serve as a viable alternative to existing
financial messaging and payment systems. As underlined by Wang Peng
(Global Times, 2024a), by providing a decentralized and independent plat-
form for cross-border transactions, it aims to reduce member states’ reliance
on Western-controlled infrastructures, and thus it can mitigate the risk of
financial exclusion due to geopolitical pressures.

If BRICS PAY is implemented successfully, it could enhance financial
connectivity among both BRICS members and non-members but users of
the system by supporting trade and investment flows through local currency
transactions and more autonomous financial communication channels. This
initiative contributes to BRICS’ broader strategy of having economic sover-
eignty, greater financial resilience while it also contributes to the transition
toward a multipolar global order.

Although BRICS PAY is a robust alternative to the SWIFT and CHIPS in
the international financial messaging field, BRICS Pay is under development
phase and thus currently inoperable by the individuals or firms. Therefore,
BRICS Pay initiative stays at the experimenters phase. However, even its



BRICS’ Initiatives for Alternative Payment Instruments Against Global Hegemony | 199

stance at development phase has frightened and unsettled the western bloc
since its potential of overthrowing the dominant position of the SWIFT and
CHIPS (Crowe, 2025).

Overall Analysis of BRICS Member’s International Financial Messaging
Systems Initiatives

The BRICS members have pursued varying levels of engagement in de-
veloping alternative international financial messaging systems to reduce
their reliance on Western-controlled infrastructures, particularly SWIFT and
CHIPS. While China and Russia have taken proactive steps to establish in-
dependent systems, India, Brazil, and South Africa remain reliant on SWIFT,
with BRICS Pay emerging as a collective but still developing initiative.

Among individual efforts, China’s CIPS is the most advanced, providing
a fully operational global network that facilitates RMB transactions, reduc-
ing reliance on SWIFT and CHIPS. CIPS has expanded rapidly, integrating
thousands of banking institutions and increasing its annual transaction vol-
ume significantly. Russia’s SPFS, developed in 2014 as a response to West-
ern sanctions, has some international participants but remains largely do-
mestic, limiting its role as a true SWIFT alternative.

India’s SEMS, launched in 2001, is a secure messaging platform for do-
mestic banking transactions, but it has no cross-border functionality and
does not challenge Western financial dominance. Brazil and South Africa
have not developed independent financial messaging systems, relying en-
tirely on SWIFT for international transactions. While Brazil is engaged in
BRICS discussions on alternative financial infrastructures, South Africa has
shown minimal involvement beyond adopting ISO 20022 standards for
transaction processing.

As a collective initiative, BRICS Pay was proposed in 2018 and gained
traction in 2022, particularly after Russia’s exclusion from SWIFT. It aims
to enhance financial connectivity within BRICS by integrating national pay-
ment systems and enabling local currency transactions. However, it remains
in its developmental phase and is not yet operational.

When the BRICS members’ individual and collective initiatives in inter-
national financial messaging systems are analyzed, China’s CIPS takes at-
traction with its immense number and volume of transfers and worldwide
adoption as a genius challenger to the SWIFT and CHIPS. On the other
hand, BRICS Pay has a promising vision when its collective power is taken
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into consideration. However, it has to be developed immensely since it is at
the establishment phase as of 2025.

Table 25: Comparative Overview of BRICS Members’ Financial Messaging Systems

Messaging
Country System Scope Status Engagement Level
Fully operational, ex- High
China CIPS Global y opP B X (Advanced Level Participa-
panding worldwide tion)
. Limited Inter-|Operational, but lim-|Medium
Russia |SPFS national ited adoption (Low Level Participation)
India SEMS Domestic Dome.s tic focus, no in-|Low .
ternational use (Experimenters)
. Relies on|, .. -
Brazil None SWIFT Relies on SWIFT Non-Participant
South Af- Relies on|, .. ..
rica None SWIET Relies on SWIFT Non-Participant
BRICS- . Early phases, not oper- .
Collective BRICS Pay |Developing ational Experimenters

Source: Author’s Compilation

Chapter Summary

Following the examination of BRICS’ initiatives for bilateral payment in-
struments in the previous chapter, this chapter focuses on BRICS’ multilat-
eral payment instruments which are central bank digital currency and alter-
native cross-border financial messaging system both of which aim to chal-
lenge and transform the international financial system. Unlike bilateral ar-
rangements, these multilateral initiatives reflect a more integrated, inclusive
and strategic approach.

The chapter finds that China is the most active country in developing
central bank digital currency (CBDC) with its advanced digital yuan (e-
CNY) as of 2024. Other BRICS members have demonstrated varying levels
of progress in developing CBDCs. Russia and India pursued early-stage
CBDC initiatives and Brazil and South Africa still in developmental phases.

On the cross-border financial messaging systems field, China’s Cross-
Border Interbank Payment System (CIPS) emerges as the most advanced
and functional alternative to the prevailing hegemonic systems especially to
SWIFT, and CIPS international adoption is growing tremendously. Russia
has developed its own “System for Transfer of Financial Messages” (SPES)
which is primarily used domestically and among select partner countries,
while India has launched its “Structured Financial Messaging System”
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(SEMS) although it does not use it effectively. Brazil and South Africa, how-
ever, have yet to establish independent messaging platforms. These devel-
opment and international adoption of these initiatives are unequal in scale
and progress. However, they depict BRICS’ comprehensive intent to build
alternative infrastructures that reduce reliance on Western-dominated sys-
tems and expand their financial sovereignty.

The chapter compares and evaluates the extent to each BRICS country’s
contribution and commitment to these bilateral instruments (analyzed in
the previous chapter) and multilateral instruments. Furthermore, the chap-
ter compares the theoretical challenge potentials of founding BRICS mem-
bers (based on PTT criteria) and their practical challenge levels. According
to it, Power Transition Theory is found to preserve its validity in the first
quarter of 21* century in terms of founding members of BRICS. The chapter
concludes that BRICS’ multilateral strategies offer a more substantial and
coordinated attempt to reconfigure global hegemonic financial system by
pushing it toward a multipolarity.

Empirical Findings, Assessment and Comparative Analysis of BRICS

This section provides a comparative evaluation of this study’s findings
on BRICS countries’ alternative payment instruments analyzed in entire
study. In this context, the table below focuses on BRICS member’s four ma-
jor financial payment mechanisms as alternative to global hegemony which
are national currency usage in bilateral trade, bilateral currency swap agree-
ments, central bank digital currencies (CBDCs), and alternative cross-border
financial messaging systems to determine each country’s level of engage-
ment in financial de-dollarization.

Table 26: Participation Level of Country Cases to Each Alternative Payment Instruments

Col
Instrument/Country | Brazil | Russia | India | China | South Africa | lec- ;ra?
tive
National Currency Us- 2 3 2 4 0 - 11
age
Bilateral Currency 2 2 2 4 2 - 12
Swap Agreements
Electronic  Currency -
(CBDC) 1 1 3 4 1 10
Alternative Cross Bor-
der Financial Messag- | O 2 1 4 0 1 8
ing Systems
Total 5 8 8 16 3 1
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The table above (Table 26) provides a quantitative assessment of BRICS
countries’ participation levels in these financial instruments. The total
scores indicate the extent to which each country has embraced alternative
payment systems, with China (16) leading the group, followed by Russia (8)
and India (8), while Brazil (5) and South Africa (3) show lower levels of
engagement. Each country exhibited different level of advancements in each
category and it reflected in their each and overall scores, as compared and
analyzed below.

China accumulates a total of 16 points, making it the most advanced
BRICS nation in alternative payment instruments and the strongest financial
challenger to global hegemony. Its strongest participation is across all four
categories, with National Currency Usage, Bilateral Currency Swap Agree-
ments, Electronic Currency (CBDC), and Alternative Cross-Border Financial
Messaging Systems each scoring 4 points. China has led the global shift to-
wards de-dollarization by expanding the use of the yuan in trade settle-
ments, establishing extensive currency swap agreements with multiple
countries, pioneering the Digital Yuan (e-CNY) as the most developed
CBDC, and developing CIPS (Cross-Border Interbank Payment System) as a
direct alternative to SWIFT. Unlike Russia, whose de-dollarization efforts
are largely reactive, China’s strategy is proactive and long-term, aiming to
create a parallel financial order that challenges Western dominance. Overall,
China’s engagement in financial de-dollarization is the most comprehensive
and ambitious among BRICS, positioning it as the strongest alternative fi-
nancial power against the existing global system.

Russia accumulates a total of 8 points, indicating a moderate level of
engagement in alternative payment instruments. Its strongest participation
is in National Currency Usage (3 points), reflecting its active efforts to settle
trade in rubles, particularly with China and other BRICS partners, to reduce
reliance on the U.S. dollar. However, its engagement in Bilateral Currency
Swap Agreements and Alternative Cross-Border Financial Messaging Sys-
tems remains at a lower level (2 points each), suggesting that while Russia
has developed financial alternatives like SPFS (as a substitute for SWIFT)
and entered currency swap agreements, these systems are not yet widely
adopted globally. Additionally, Russia lags in Electronic Currency (CBDC)
(1 point), as its Digital Ruble remains in early development and is far behind
China’s Digital Yuan initiative. Overall, Russia’s engagement in de-dollari-
zation is largely reactive, driven by Western sanctions and geopolitical pres-
sures rather than a proactive long-term strategy. While it has made progress
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in alternative financial mechanisms, its financial independence initiatives re-
main limited compared to China’s more structured and globally expanding
approach.

Russia with its lower level of challenge in financial sphere to the prevail-
ing global financial order can be explained with several factors which are
mainly the existence of oligarchic order in the economic-financial sector
emerged after the collapse of USSR in 1991 with huge privatizations that
composed the emergence of oligarch class having huge role in the steering
of the finance and economy of the country (Aslund, 2007, pp. 157-170;
Goldman, 2004, pp. 34-37). Their domination is assessed to reduce the
country’s innovation and development of new financial instruments in addi-
tion to the reduction of the international trust and transparency. Although
their domination have reduced, their impact on the development and inno-
vations in challenging the global financial hegemony in the past has influ-
enced Russia’s challenge level today.

Russia’s relatively weak challenge in the financial domain can also be
interpreted through the Power Transition Theory (PTT). According to PTT,
a rising state’s potential to challenge the dominant power is closely linked
to its aggregate state power, which includes population size as a main deter-
minant. In this context, Russia’s population is significantly lower than that
of China, India, and even Brazil (nearly one-tenth of China and India) (The
World Bank, 2023), which structurally constrains Russia’s capacity to per-
form a substantial challenge to global financial hegemony. On the other
hand, Russia is economically weaker compared to the India and China,
which legitimizes its lower-level challenge according to PTT since its share
in global GDP was only 2,8 % in 2024 while it was 7,8 % for India, 19,1%
for China (International Monetary Fund, 2023a). This shows weaker eco-
nomic capacity and weaker challenge capacity according to PTT. In terms of
political efficiency, on the other hand, Russia demonstrates centralized and
relatively stable governance, which supports short-term decision-making.
However, structural inefficiencies, institutional corruption, and sanctions-
related constraints reduce its long-term political capacity to organize or
maintain a radical and robust financial challenge (Nikonov et al., 2022, pp.
413-415). Russia’s political efficiency level thus in line with PTT, is also
another factor that helps explain its limited financial challenge to the global
hegemonic order.
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India accumulates a total of 8 points, reflecting a moderate level of en-
gagement in alternative payment instruments. Its strongest participation is
in Electronic Currency (CBDC) (3 points), where it has made significant
progress in developing the Digital Rupee, making it the second most ad-
vanced BRICS nation in digital currency after China. However, India’s par-
ticipation in National Currency Usage and Bilateral Currency Swap Agree-
ments remains at a lower level (2 points each), indicating that while it en-
gages in local currency trade and financial cooperation, these efforts are not
as extensive as China’s or Russia’s. Additionally, India lags in Alternative
Cross-Border Financial Messaging Systems (1 point), as it continues to rely
on SWIFT rather than developing its own independent network like China’s
CIPS or Russia’s SPFS. Overall, India’s engagement in de-dollarization re-
mains selective and cautious, balancing its role in BRICS with continued
participation in the Western financial system. While it is progressing in fi-
nancial alternatives, particularly through CBDCs, it is not yet as aggressive
or committed as China in challenging the global financial order.

While India’s limited practice of challenging the global financial order is
commonly interpreted through strategic hedging (Vinodan & Kurian, 2024,
p- 475) and soft balancing (Kumar, 2022, p. 346), the literature also high-
lights a set of deeper structural and strategic motivations underlying this
behavior. These motivations help explain why India adopts a low-profile and
cautious stance, even as it participates in alternative platforms like BRICS as
listed below (Ilcus, 2024, pp. 179-183; Vinodan & Kurian, 2024, pp. 480-
489).

1. Strategic Autonomy: Tradition of avoiding strong alliances for in-
dependence.

2. Geopolitical Flexibility: for maintaining balanced relations

3. Economic and Energy Interdependence: India’s dependence on
the trade and energy flows from both blocs.

4. Colonial Legacy: Deep ties to Anglo-American institutions discour-
age radical change.

These factors collectively contribute to India’s limited engagement in
challenging the global financial hegemonic system. For these reasons, as
highlighted in the literature, India favors stability, incremental engagement,
and balance instead of positioning itself as a direct challenger to the global
financial hegemony.
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Brazil accumulates a total of 5 points, indicating a limited level of en-
gagement in alternative payment instruments compared to other BRICS na-
tions. Its strongest participation is in National Currency Usage and Bilateral
Currency Swap Agreements (2 points each), showing that while Brazil has
engaged in some regional financial cooperation, these efforts remain less ex-
tensive and influential than those of China, Russia, or India. Its participation
in Electronic Currency (CBDC) (1 point) is still in the early stages, as Brazil
has begun exploring the Digital Real, but it lags behind China and India in
digital currency development. Brazil shows no participation in Alternative
Cross-Border Financial Messaging Systems (0 points), making it highly de-
pendent on Western-controlled networks like SWIFT. Unlike China, which
has a proactive and global financial strategy, Brazil’s engagement in financial
alternatives remains moderate and largely regional, with no significant push
for financial independence from the existing monetary system. Overall, Bra-
zil’s role in financial de-dollarization is weaker than its BRICS counterparts,
reflecting its close ties to Western financial institutions and its lack of a com-
prehensive strategy for challenging global financial hegemony.

South Africa accumulates a total of 3 points, making it the least engaged
BRICS member in alternative payment instruments and the weakest finan-
cial challenger to global hegemony. Its highest participation is in Bilateral
Currency Swap Agreements (2 points), indicating some engagement in re-
gional financial cooperation, but these agreements remain limited in scope
and influence. Its participation in Electronic Currency (CBDC) (1 point) is
minimal, as South Africa has only started exploring a digital currency (Dig-
ital Rand) without significant implementation progress. It has no engage-
ment in National Currency Usage for bilateral trade (0 points) and does not
participate in Alternative Cross-Border Financial Messaging Systems (0
points), making it entirely reliant on SWIFT and other Western-controlled
financial networks. Unlike China and Russia, which have made significant
strides in de-dollarization, South Africa lacks both the economic scale and
political will to develop independent financial mechanisms. Overall, South
Africa’s engagement in financial de-dollarization is the weakest among
BRICS, reflecting its low financial independence and continued reliance on
traditional global financial systems.

Overall, the figure below confirms China’s dominant role in alternative
payment instruments, far surpassing Russia and India (8 points each), Brazil
(5), and South Africa (3). While Russia reacts to sanctions and India takes
a cautious approach, Brazil remains regionally focused, and South Africa is
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the least engaged. This distribution aligns with China’s proactive financial
strategy, positioning it as the strongest challenger to global financial hegem-
ony.
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Figure 27: BRICS Members' Total Participation Level to Alternative Payment Instruments

Another crucial finding of this study is related to the challengers’ density
of preferences on the alternative payment instruments researched in this
study. As a result of this study, it was found that BRICS members predom-
inantly prefer bilateral currency swap agreements as their primary finan-
cial challenge mechanism, accumulating the highest total score of 12. Fol-
lowing this, national currency usage in bilateral trade ranks as the second
most preferred tool, with a total score of 11, indicating that BRICS nations
are actively working to reduce their reliance on the U.S. dollar in interna-
tional trade. The third most utilized financial instrument is the development
of Central Bank Digital Currencies (CBDCs), scoring 10, reflecting the in-
creasing focus on digital financial sovereignty.

The least developed financial alternative is cross-border financial mes-
saging systems, with a score of only 5, suggesting that most BRICS nations
still rely on Western-controlled networks like SWIFT, except for China and
Russia, which have developed their own systems (CIPS and SPFS, respec-
tively). Development, maintenance and worldwide adoption of a cross-bor-
der messaging system is extremely hard, which is probably why this instru-
ment is less preferred by the cases. The predomination of bilateral currency
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swap agreements among the preference of BRICS members as challengers
indicate that they (except for China) prioritize regional or bilateral financial
cooperation instead of global-scale of de-dollarization.

Evaluating and Testing Power Transition Theory Through BRICS’ Finan-
cial Challenge to Global Hegemony

According to Power Transitions Theory, “peace is preserved well when
there exists an imbalance of power between the dominant nation and other
secondary powers where the dominant nation’s rules are valid in the inter-
national order. War is most likely when there is an even share of power be-
tween the dominant nation and challengers because the challenger finds the
necessary bravery and economic, military potential in itself to launch the
challenge against the dominant nation. The main aim of the challenger here
is to change the existing international system in favor of itself either with
negotiations or with war” (Lai, 2011, pp. 5-8). The BRICS countries, espe-
cially China catching and even passing the world’s dominant nation (USA)
have implied their disturbance from the existing international system
through BRICS summits since 2009 and through other speeches. Further-
more, BRICS in general and China in particular demands to establish an al-
ternative international order against the existing hegemonic one in the mon-
etary field through initiating alternative payment instruments such as
CBDC, local currency usage in bilateral trade, electronic currency (CBDC-
digital yuan), SWAP agreements and international financial messaging sys-
tem (CIPS) etc.

Power Transition Theory (PTT) argues that rising powers will challenge
the dominant global hegemon as they close the economic and political gap.
This challenge can be manifested in economic, financial, military, or diplo-
matic arenas. The BRICS nations, particularly China and Russia, have ac-
tively pursued alternative payment instruments to reduce dependency on
the U.S. dollar, signaling a potential financial shift in global power dynamics.
This section evaluates whether BRICS’ real-world financial initiatives align
with PTT’s theoretical framework by comparing their expected challenge po-
tential with their actual financial engagement.

The Power Transition Potential Scores assigned to BRICS countries (Ta-
ble 2) provide a theoretical assessment of their capability to challenge the
global hegemon. Meanwhile, Table 26 quantifies their practical engagement
in alternative payment instruments as a financial challenge against global
hegemony.
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Table 27: Comparison of Theoretical Power Transition Potential with Practical Financial

Challenge Engagement
Power Transition | Financial Challenge Rank| , ..
. Alignment Between The-
Country | Rank (Alternative Payment In- orv and Practice
(PTT Framework) |struments) Ty
I I Strong Correlation
China (15 points - Strong- | (16 points - Most Engaged Clilimr? S iﬁirtlcﬁ 1}1:ft1at1vers
est Challenger) in Financial Challenge) lgn WIth I1ts igh-powe
transition potential.
nd
ai oinzts - Poten- 2nd Partial Correlation
India G alpFuture Chal- (8 points - Moderate Finan- | India engages but remains
lenger) cial Engagement) strategically cautious.
3rd ond Partial Correlation
Russia | (8 points - Limited | (8 points - Active but Reac- Ir{r?osf;at}iftsrct)zcst?aecluc;z-s
Long-Term Poten- tionary Engagement) \an p Y
tial) shaping the system.
4h 40 Strong Correlation
. (7 points - Low . . . Brazil’s weak financial chal-
Brazil . (5 points - Limited Finan- . A
Challenge Capabil- cial Engagement) lenge aligns with its theo-
ity) 638 retical rank.
Sth 5th .
South | (4 points - Very Low | (3 points - Minimal Finan- Soiglozfgrf:gi:it:sn:he
Africa Challenge Capabil- cial Engagement) . .
ity) weakest in both rankings.

Source: Author’s compilation

According to the table above, the key Observations from the comparison

are as follows:

China’s theoretical and practical rankings align exactly. This confirms
PTT’s idea that a strong economy, large population, and efficient gov-
ernment lead to challenge to hegemony in practice. (in financial sphere
at this study’s scope).

Russia is ranked third in theoretical power but second in financial en-
gagement. In other words, Russia has a gap between its expected (based
on PTT) challenge and practical challenge. It would be derived from the
geopolitical pressures (Western sanctions) which pushed Russia to find
out alternatives. Such pressures accelerated its financial alternative ef-
forts rather than a long-term planned strategy.

India’s financial challenge engagement aligns with its theoretical ranking
but at a lower intensity than expected. This suggests that while PTT pre-
dicts India’s potential as a challenger, it does not fully explain its cau-
tious approach with its strategic hedging/soft balancing.
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e Brazil and South Africa’s weak engagement aligns perfectly with their
lower theoretical challenge scores, confirming PTT’s expectation that
weaker states do not pose a significant challenge to global hegemony but
to support them.

As a result of the test above, Organski’s Power Transition Theory re-
mains valid in the 21st century for explaining financial challenges to global
hegemony. The alignment between theoretical power potential and real-
world financial initiatives among BRICS nations supports its core assump-
tions, though factors like strategic caution and geopolitical pressures also
influence engagement levels. Furthermore, China appears as the most seri-
ous and strong challenger against global financial hegemony among BRICS
members.
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CONCLUSION

This study has explored the strategic and political dimensions of BRICS
initiatives of developing alternative payment instruments as a challenge to
global financial hegemony. Through a comparative analysis based on Power
Transition Theory (PTT), the study assessed the theoretical and practical
dimensions of these financial challenges. By introducing a standardized
Scale of Participation, the study offered a comparative framework for evalu-
ating how each founding member of BRICS engages with four core instru-
ments: national currency usage in bilateral trade, central bank digital curren-
cies (CBDCs), bilateral currency swap agreements, and alternative cross-
border financial messaging systems. Based on the scale, the initiatives of
cases have been analyzed, scored and compared as in table 26.

To evaluate the alignment between theoretical expectations and actual
practices, an additional scale and comparison table based on Power Transi-
tion Theory were employed. This enabled the testing of PTT’s core assump-
tions against the real-world behavior of BRICS members. The findings con-
firm that BRICS members, especially China, are actively pursuing financial
mechanisms that could undermine the dominance of the existing global
monetary system.

Table 26: Participation Level of Country Cases to Each Alternative Payment Instruments

Instrument/ Brazil | Russia | India | China Sogth Cpllec— Total
Country Africa | tive

National  Currency 2 3 2 4 0 - 11
Usage

Bilateral =~ Currency 2 2 2 4 5 - 12
Swap Agreements

Electronic Currency -

(CBDC) 1 1 3 4 1 10
Alternative ~ Cross

Border Financial | O 2 1 4 0 1 8
Messaging Systems

Total 5 8 8 16 3 1

This study argues that PTT’s application to BRICS’ financial strategies
largely validates the theory’s assumptions as the countries with stronger in-
dustrial economies, larger populations, and more efficient political systems
namely China, India and Russia have demonstrated the greatest engagement
in financial de-dollarization efforts or challenged the global financial hegem-
ony. China stands out as the strongest challenger by aligning with both its
theoretical potential and its extensive practical efforts in currency swaps,
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agreements on the usage of local currencies in bilateral trade, digital curren-
cies, and alternative financial messaging systems. India and Russia also play
significant roles although their engagement is lower than their theoretical
potential. On the other hand, despite the fact that Brazil and South Africa
have been active in BRICS, their challenge to global financial hegemony are
quite limited and symbolic.

Some BRICS members, as a result of this study, showed significant dif-
ference between their theoretical challenge potential and their actual chal-
lenge. India is the most prominent of them. In this context, India’s relatively
lower level of practical challenge to the hegemonic global financial order,
despite theoretical expectations for a higher challenge, is best understood
through its dual use of strategic hedging and soft balancing. While theory
might anticipate stronger opposition from a rising power, India prefers a
low-profile engagement, shaped by its commitment to strategic autonomy,
the need for geopolitical flexibility, and its economic interdependence with
both sides (The challengers and the hegemon/The BRICS and the US and
its allies) India’s this sort of restrained position is further supported by the
enduring influence of its colonial legacy, which sustains institutional ties to
the Western-led order and reduces its willingness to radically oppose the
existing global order.

Through the perspective of Power Transition Theory and particularly
highlighting India, this study concludes that the actual behavior of rising
powers is not solely determined by aggregate material capabilities, but also
shaped by strategic choices, domestic institutional dynamics, historical
background and geopolitical considerations. With this regard, financial chal-
lenge to the global hegemony should not be interpreted merely as a technical
process, but as a gradual and politically motivated transformation aimed at
redefining the rules of international economic governance.

Russia, despite its historically oppositional stance toward U.S. hegem-
ony, demonstrates a lower-than-expected level of challenge in the current
global financial landscape. Russia’s limited capacity to challenge the prevail-
ing global financial order can be explained through both structural dynamics
and theoretical frameworks. The oligarchic economic structure that emerged
following the dissolution of the USSR constrained financial innovation and
reduced international trust in Russia’s financial system. Although this influ-
ence has diminished over time, its long-term effects continue to shape Rus-
sia’s ability to propose robust alternatives to the prevailing global financial
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hegemonic order. From the perspective of Power Transition Theory, Rus-
sia’s relatively small population and limited share in global GDP weaken its
aggregate state power, which thus reduces its capacity to act as a substantial
challenger. Moreover, while Russia maintains a centralized and relatively
stable political structure, internal inefficiencies, institutional corruption, and
sanctions-related constraints reduces its long-term political efficiency and
its ability and potential of challenging more as indicated in PTT. These fac-
tors collectively explain why Russia’s financial challenge remains relatively
modest compared to other BRICS powers especially China and India.

Overall, the study highlights that financial de-dollarization is not merely
a reaction to U.S. hegemony but a strategic long-term initiative by BRICS
nations with China leading the way. This shift signals a potential transfor-
mation in global finance, as alternative payment instruments gain signifi-
cance. However, structural barriers, including reliance on Western financial
infrastructure and geopolitical constraints, continue to limit the full realiza-
tion of these initiatives. This study contributes to the interdisciplinary field
of international political economy by integrating political science theories
with empirical financial data.

While PTT remains a useful framework for understanding global power
shifts, the study also suggests that strategic caution, geopolitical realities,
and economic interdependencies shape the extent to which BRICS countries
can implement financial alternatives. Future research should examine the
evolving geopolitical landscape and the effectiveness of BRICS’ financial in-
struments over time, as well as the responses from established financial
powers.

In conclusion, BRICS’ initiatives for alternative payment mechanisms
represent a significant but gradual shift to the multipolar global economic
order. While the prevailing hegemonic financial structure remains domi-
nant, the continued development and implementation of alternative finan-
cial systems by BRICS indicate a persistent and evolving challenge to the
status quo. As these initiatives mature, their long-term impact on global he-
gemony will become increasingly evident.

Policy Implications for Tiirkiye

As a global actor, Tiirkiye should consider adopting the aforementioned
alternative financial payment instruments in order to reduce its dependence
on the US-centric international financial system and to augment its financial
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and political sovereignty. Given that Tiirkiye has progressed in the instru-
ment of central bank digital currency (CBDC) since its launch in 2020, “Dig-
ital Turkish Lira” to some extent, it is still in the test and development phase
as of December 2024 and Tiirkiye should complete its CBDC rapidly and
conduct international trade with Digital Turkish Lira as soon as possible in
order to keep up with other countries (especially China which is the most
advanced country in this field) and the current trend. Furthermore, Tiirkiye
should develop and enhance the power and network of its CBDC by making
cooperations with other countries.

Considering the Swap agreements significance for financial sovereignty
and diminishing effects on the dependence on the prevailing hegemonic fi-
nancial order, Tiirkiye should augment both the number of countries with
which it signs swap deals and the volume of each line since Tiirkiye has few
swap deals signed so far, and their volumes are also low. Similarly, Tiirkiye
should consider expanding and implementing national currency usage
agreements with as many countries as possible since it has quite few number
of such agreements in place compared to its BRICS counterparts especially
China and Russia. Therefore, expanding such arrangements should be con-
sidered a strategic priority in enhancing Tiirkiye’s economic resilience and
reducing its exposure to external currency risks.

Most importantly, Tiirkiye has no alternative cross border financial mes-
saging system which is crucial for financial independence for a country. Tii-
rkiye as the active user of SWIFT and CHIPS should consider developing its
own secure and independent alternative cross border financial messaging
system to create a robust and independent financial ecosystem that is less
vulnerable to external political interventions and geopolitical pressures.
China, as the most concrete and developed example of such an instrument
through its CIPS, would serve as a primary source of motivation and a po-
tential model for Tiirkiye in this endeavor. Developing a national system in-
spired by similar frameworks would not only enhance Tiirkiye’s financial
sovereignty but also enable it to play a more autonomous role in the global
financial order.

All in all, adopting these alternative financial instruments would signifi-
cantly contribute to Tiirkiye’s efforts to strengthen its financial independ-
ence, reduce systemic vulnerabilities associated with the US-centric financial
architecture, and enhance its strategic positioning within an increasingly
multipolar global financial order.



214 | BRICS’ Initiatives for Alternative Payment Instruments Against Global Hegemony

Policy Implications for BRICS

In light of the findings of this study, it is recommended that BRICS mem-
bers should focus on expanding and deepening their collective financial
strategies to strengthen their financial sovereignty and reduce dependence
on the Western-dominated global financial system. Moreover, they should
increase the use of national currencies in international trade, accelerate the
development and widespread usage of Central Bank Digital Currencies
(CBDCs) for cross-border transactions.

Additionally, BRICS members should either individually or collectively
prioritize the establishment of an independent financial messaging system
to reduce reliance on SWIFT, while fostering innovation in fintech and
blockchain technologies to create alternative payment solutions. Alterna-
tively, they can internalize Chinese CIPS (Cross-border Interbank Payment
System) and convert it into a common system (both its management and
usage for prevention of the risk of creating a new hegemon) to utilize in their
cross-border transactions instead of developing a new system or using the
prevailing hegemonic system (SWIFT). Strengthening policy coordination
among BRICS central banks and promoting long-term financial agreements
and realization of them are also recommended to ensure stability and ro-
bustness against external economic pressures and shocks.

Accordingly, BRICS members should prioritize the advancement of
BRICS Pay, as it has the capacity to reshape the existing structure of inter-
national payments. They should enhance its technological capacity, ensure
interoperability among member states, institutionalize its governance struc-
ture and expand its usage area. Equal participation in both the development
and decision-making processes is essential to preserve the multilateral na-
ture of the system and to prevent asymmetrical control by any single mem-
ber unlike the prevailing international financial order. A more robust and
widely adopted BRICS Pay system will significantly contribute to the bloc’s
objective of financial sovereignty and increase the efficiency of cross-border
transactions within the BRICS framework.

In addition to strengthening these financial infrastructures, BRICS
should also reinforce its internal unity, cohesion, coordination and collective
vision in challenging the prevailing hegemonic international financial order.
Moreover, BRICS’ main principles which are of multipolarity, equity, and
cooperation should be preserved and maintained in the way of challenging
the global hegemony and establishing a multipolar world order. Deepening
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intra-bloc solidarity and sustaining greater policy cohesion among members
would be main path for BRICS to follow.

Another policy implication for BRICS would be towards the expansion
of the group through the inclusion of new and like-minded emerging econ-
omies that share its vision of financial sovereignty and systemic reform. It
would further legitimize and empower its position on the global stage. Hav-
ing more members also augments the BRICS’ capacity to shape and change
the prevailing hegemonic international order and replace with alternative
global norms.

Future Research Recommendations

The long-term implications of BRICS’ financial initiatives on the global
monetary system, particularly their impact on the dominance of the USD are
recommended to be researched and explored by future studies. Moreover,
the reactions, interventions, and countermeasures of the United States, as
the global hegemon, toward the initiatives of its challengers should also be
examined. These responses can be comparatively analyzed alongside the
strategies employed by previous hegemons in history when faced with sim-
ilar systemic challenges.

Additionally, member states such as India, which face difficulties in im-
plementing alternative financial instruments like Structured Financial Mes-
saging System (SEMS), can be analyzed in terms its underlying causes. Ex-
ploring domestic, geopolitical, and structural factors that hinder full engage-
ment with BRICS-led initiatives would provide a more nuanced understand-
ing of internal divergences within the bloc. Overall, BRICS’ pursuit of alter-
native payment instruments reflects not only financial pragmatism but also
a broader ambition to reshape global governance in the 21st century.
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This study investigates four primary financial instruments that
BRICS countries utilized to challenge global hegemony: national
currency usage in bilateral trade, central bank digital currencies
(CBDCs), bilateral currency swap agreements, and alternative
cross-border financial messaging systems. The level of

= participation of the countries in these challenge initiatives was

comparatively assessed using a standardized scale, and their
alignment with the challenge expectations of Power Transition
Theory was tested. According to the findings, China has emerged
as the most active challenger, while Russia, Brazil, India, and
South Africa have also taken significant steps to enhance their
financial independence. By comparing theoretical assumptions
with empirical findings, this study confirms the validity of Power
Transition Theory in the context of the contemporary global
financial landscape.
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