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The Group of Eight assisted by the Group of Five has just concluded its meetings in Italy. The first group is made up of the world’s developed countries, the second of the large emerging markets. 

They did not achieve much other than the promise to provide aid to the developing world for food production. Why are the world’s large economies failing to act in unison to find a cure for the ailing global economy? 

The economic crisis that began in the United States in the summer of 2007 and quickly spread to the four corners of the world underscored three important developments that have taken place since the inauguration of the Bretton Woods system. 

One, the world was much more integrated now than was the case in 1944. Shocks are quickly transmitted as well as the knowledge about the opportunities that are available in the various parts of the world is quickly made known. 

Two, there are now more contenders within the global economic system than was the case at the end of the Second World War. At the Bretton Woods, the conversation was between the United States and its European allies with the other participants taking the back seat. There are many more active participants at this time. 

Three, despite the creation of stabilisers in the global economic system – the International Monetary Fund, the World Trade Organisation, the World Bank Group and the associated regional development banks – economic and financial crises spread fast and produce devastating effects. 

How to manage the system as it existed in the early 2000s, therefore, has become the primary concern for the world’s leaders – at least for those that lead large economies. As the economic crisis deepened, tremendous energy was consumed to find an answer to that question which would be as profound in its institutional imperatives as was the result of the deliberations at Bretton Woods 65 years earlier. 

This time around, however, the world leaders chose not to summon a meeting of the large powers as they did in 1944. Instead they decided to use the forums that already existed. The initial deliberations began in Washington in November 2008 when the group of 20 largest economies was convened to discuss what could be done to resolve the crisis and to ensure that it did not occur again. The G20 met again in April in London and is to meet in Pittsburgh for the third time in September. 

The communiqué’s issued after the two meetings showed considerable understanding of the nature of the problem but not about the ways to manage a more diversified global economy with many more national and regional interests than was the case in 1944. 

Soon after the April meeting of G20, the World Bank and IMF met for their usual “spring meetings”. Once again there were more deliberations and exchange of ideas but no concrete results were produced about the structure of the global 

economic order. 

In June 2009, the Shanghai Cooperation Organisation (SCO) held its annual summit in the Russian city of Yekaterinburg. The SCO is an interesting case study of an effort by the non-traditional world economic powers to find a voice in the international system. It is a product of the pursuit of a number of conflicting interests on the part of Asia’s major powers. 

The fact that it has survived is a good indication of how countries are attempting to find a way of resolving their conflicting interests through dialogue and institution building. The SCO began life in 1996 as the Shanghai Five – China, Kazakhstan, Kyrgyzstan, Russia and Tajikistan – but later changed its name after Uzbekistan joined the group in 2001. 

That Russia would have agreed to have China make such a bold move into the geographic area it considers as its traditional sphere of influence, was an extraordinary development. It reflected Russia’s weakness at that point and China’s growing assertiveness not only as an Asian but also as a global power. 

Russia sought to dilute China’s influence by persuading other SCO members to grant observer status to India, a country with which it had been closely associated for decades. This was agreed to on the condition that Pakistan was also given the same status. 

Iran and Mongolia are the two other observers. Both countries had for decades strong connections with Russia but had succeeded in detaching themselves from Moscow. Mongolia had drawn closer to China since the collapse of the Soviet Union. 

A third category was created to bring in Belarus and Sri Lanka as “dialogue partners” while the “guest status” was given to Afghanistan, the ASEAN and the CIS. The SCO is an interesting case of how the non-traditional economic powers are improvising to get their voice heard. 

The 2009 SCO meeting was significant since on its sidelines the four largest emerging markets – Brazil, Russia, India and China, the BRICs – held their first summit. This group has its origin not in any political or economic imperative as do most other groupings of nations but in a finding in a 2001 Goldman Sachs study that these four will have a commanding presence in the global economy in the next few decades. At the beginning of 2000s, these four countries had 40 per cent of the world’s population and 25 per cent of the world’s area. The study estimated that their combined GDP by 2050 would exceed that of the present rich countries. 

More meetings were held after the two G20 conclaves, the SCO gathering and the first summit of the BRICs. The G8 met in Italy on July 8 to 10 and once again attempted to redesign the global economic system. The Italians pressed for the expansion of the G5 that had become associated with G8 in order to make the original grouping more representative. The original G5 was made up of China, India, Brazil, Mexico and South Africa. 

The Italians wanted to bring in Egypt as a representative of the Muslim world. 

Very little of substance was achieved at the G8 meeting in spite of the strenuous efforts by Barack Obama, the new United States president. For him, this was the first G8 meeting and he and his associates felt it was important for him to establish his – and therefore his country’s leadership – of the global economy. 

But in spite of the crisis that all countries assembled around the table faced, they were not able to define a course of action for the global community. The effort goes on.

