
Herman Mark Schwartz
© 2023

Triffin reloaded: the 
matrix of dilemmas 

around the US dollar’s 
global role
Lecture 1

Herman Mark Schwartz
MPIfG

6 June 2023 Welcome back, Mr. Triffin



Herman Mark Schwartz
© 2023Road map

• Motivation (today)
• Overview / summary (today)
• Structural principles (today)
• A system level approach
• Empire
• Money & global quasi-state money 

• Mechanisms (20 June)
• Dynamics (4 July)
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A fundamental reform of the international monetary system has long been 
overdue. Its necessity and urgency are further highlighted today by the imminent 
threat to the once mighty U.S. dollar.   Robert Triffin, November 1960

…it is now apparent that our shrinking paper dollar is becoming increasingly 
unacceptable to the surplus countries as the major recycling instrument for their 
surpluses. Further procrastination in the negotiation of agreed reforms of the 
world settlement and reserve system will inevitably trigger an utter collapse of the 
international paper-dollar standard.    Robert Triffin, 1978

The dollar is finished as international money. Charles P. Kindleberger, 1981

The simple reality is that we live in a dollar world: on the real side, where dollar 
invoicing is dominant; on the financial side, where dollar funding is essential to 
global banks and non-financial corporations; and on the policy side, where dollar 
anchoring and dollar reserves are prevalent. Pierre-Olivier Gourinchas, 2021 
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Another 
reason for 
worry
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for a global empire



Herman Mark Schwartz
© 2023Two broad approaches (1)…

• “North American View” (Triffin, Cohen, Eichengreen, 
Mundell): gold + moneys
• Ghost of the gold standard (‘Metallism’ ‘commodity money’) à
• Loanable funds model for credit creation
• ‘Island economies’ (triple coincidence, methodological 

nationalism) with sovereignty 
• Private actors (equal, homogeneous actors i.e. ‘Financial 

markets’) decide on key currency
• FX reserves as the key indicator / concern à balance of payment 

crises
• Balance of payments constraint is strong (Triffin, no offshore)
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• Triffin 1.0:  adequate expansion of trade finance (= sufficient FX 
reserves) versus reliable redemption of dollars for gold

• Assumptions:
1. Limits on fiat money: ultimately you need a specie backing
2. National economies are a natural container (‘triple coincidence’)
3. Loanable funds model of credit creation
4. Private actors nervous, liable to ‘run,’ and able to run

• Assumptions worked correctly for Cold War 1.0 era (and since 1914?)
• Change assumptions à different, more complicated set of dilemmas
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• “New European View” (Ingham, Murau, Me): “quasi-state money”
• Chartalism / state money à monetary hierarchy à polity hierarchy (with 

reservations)
• Internal social classes / class conflict matter but this is a system level 

process – class conflict à lock in via balance sheets
• Endogenous credit creation à Minsky-ian crises à bailout by center
• Credit creation > reserves as the key issue (because no triple coincidence)
• Balance of payments constraint irrelevant at the top of the hierarchy
• Pervasive late development à demand shortfalls & deflationary 

pressures, thus the US current account deficit is a feature not a bug
• Except for the political contradictions it generates
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CURRENT
ACCOUNT
DEFICIT &
BuyerOLR

LEGITIMACY
(via exports)

CENTRAL
BANK LOLR/
DOLR /dROLR

ADEQUATE
CREDIT
GROWTH

Antinomy:
Adequate credit
vs inflation & 
‘confidence’ =
Differential
growth

Antinomy:
Net foreign debt
vs inflation or
Triffin domestic vs INal?

Antinomy:
Wage restraint
vs growth

Antinomy:
Rising inequality
Vs bailouts

Antinomy:
Central banks
can’t constrain 
excessive credit
creation 

Antinomy:
In USA job loss 
vs
Export surplus
justification for
wage restraint
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1. Why a system level approach
• Unit level approaches: Growth models, VoC, Brenner, much CPE, etc
• System level: World Systems, economic geographers, Murau+, etc

• Capitalism is inherently deflationary (Schumpeter, Keynes)

2. Empire as the organizing framework (Mann, Strange)
• Heterogeneity + homogeneity (rules bind some and free others), asymmetry, resource flows, and the 

problem of differential growth
• Plus some facts about the world

3. Money & Global Quasi-State Money
• Money is credit / debt à interlocked balance sheets
• Creditors always want higher powered (most acceptable) money
• State establishes acceptability when it accepts tax payments
• The state (central bank) can backstop credit creation that offsets deflation
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What we see in the world

McKinsey:  40,000 micro-regions 
averaging 3000km2, $3b GDP 
and 180,000 people

Here: GDP per capita x Life expectancy
nb:  log scale for GDP per capita
Life expectancy proxies for state capacity
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• Local characteristics à Observable outcomes at a global level via 
aggregation of national economic units
• The relevant unit of analysis is a specific polity
• Class struggle à income distribution à type of local industry / exports
• Locally generated institutions & complementarities à type of industry / exports
• These institutional structures are not systematically linked across various polities

• ‘Triple coincidence’: money, law, economic zone
• Globally: Polities issue money; private actors decide which to use

v Types without a theory of types aside from induction…
v à Fallacies of composition
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‘We must export. Either we export goods or 
we export men. The home market is no 
longer adequate.’ 
  
 Leo von Caprivi, Chancellor of Germany 1890-94
• Likewise:  Gustav Stresemann (1913):

“Germany does not want colonies for the pleasure of planting her flag there; 
she needs facilities for easily acquiring cotton, iron ore, copper and rubber.”
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vThünen, Christaller, Krugman and Venables, etc

• The market as a system creates heterogeneity with respect to:
1. What is produced
2. How it is produced
3. Wage levels (income per capita)
4. Agglomeration 

vThe biggest source(s) of aggregate demand structure the div. of labor
vStates can push back against the market via demand creation
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economics)
• There is a global division of labor (since the early 1800s)
• The size of the market determines the division of labor (A. Smith)
• The division of labor creates potential production niches for regions 

(economies of scale, agglomeration effects, etc matter)
• As aggregate demand increases, new niches (# and type) emerge

ØImagine a queue of potential niches sequentially activated plus evolutionary 
processes via competition

• And: geopolitics à late development efforts à supply grows faster than 
demand in the absence of credit creation
ØYou need a buyer of last resort in normal times; need =/= you get one

• Thus: capitalism is inherently deflationary
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1982 VW Golf = $17,000 (2018$)
Carbureted, 70hp, 27 mpg (8.8 L/100km)
No A/C; no crash crumple zones; 2 doors
Am/Fm radio w/ 2 speakers; drum brakes;
unheated seats; manual everything

2018 VW Golf SE = $22,000 (2018$)
Fuel injection, 190hp, 40 mpg (5.9 L/100)
A/C, heated leather seats, CD/USB (8)
ABS, traction control, air bags, rain 
sensor, sunroof, rear camera, power 
everything, heated seats, mirrors etc



Herman Mark Schwartz
© 2023

Empire



Herman Mark Schwartz
© 2023Empire

1. Why a system level approach
• Unit level approaches: Growth models, VoC, Brenner, much CPE, etc
• System level: World Systems, economic geographers, Murau+, etc

• Capitalism is inherently deflationary (Schumpeter, Keynes)

2. Empire as the organizing framework (Mann, Strange)
• Heterogeneity + homogeneity (rules bind some and free others), 

asymmetry, resource flows, and the problem of differential growth
• Plus some facts about the world

3. Money & Global Quasi-State Money
• Money is credit / debt à interlocked balance sheets
• Creditors always want higher powered (most acceptable) money
• State establishes acceptability when it accepts tax payments
• The state (central bank) can backstop credit creation that offsets deflation
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Michael Mann

• Max Weber (‘Class, Status, 
Party’) à IEMP model

• Ideological
• Economic
• Military (violence)
• Political

Susan Strange

• Knowledge
• Military
• Production
• Credit
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are:
• Heterogeneous with respect to how areas are ruled: 

• A geographical gradient of consent into coercion
• Different deals with different kinds of elites in different regions (countries)
• Subsystems of rule, delegation, & upward mobility for select local elites

• Tend towards centralized money, uniform law, organized violence, culture
• But:

• Military: legions plus auxilia (center plus locals)
• Money: segmented financial systems connected to center; ‘containerization’
• Law: negotiated with local elites
• Cultural homogenization takes a long, long time (until TikTok)

• And: there are always ‘barbarians’ on the other side of the frontier

vIt’s not Westphalia (Murau & van ‘t Klooster); it’s asymmetries
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Michael Mann

• Max Weber (‘Class, Status, 
Party’) à IEMP model

• Ideological
• Economic
• Military (violence)
• Political

Susan Strange
• Knowledge
• Military
• Production
• Credit

• (1987) The US alone has “the power 
to choose and to shape the structure 
of the global political economy.”



Herman Mark Schwartz
© 2023Two early, incorrect views, + Strange (1996)

ß 1977           1984 à
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2021, $

USA ROW (144)Next 9

c. 40%
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Military 
presence:

800 known 
bases, 
2020
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Military:

US counter-
terrorism 
activity / bases 
/ training/ 
drone strikes 
2017-2018
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2021, by 6000+ largest R&D spenders, & ratio 
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Share of cumulative operating revenue & 
profits for 20000+ largest firms (GUOs), 
2011-2019
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Recent patterns of global production and GVC participation • 27

The US connected with Germany indirectly through two coun-
tries, Luxembourg and the UK. In addition, the volume of Chi-
na-made intermediates used as inputs for its downstream coun-
tries to further produce exporting products increased rapidly 
over the period as seen from the bubble size change for China.

Supply hubs of value-added trade in various networks for 
selected sectors
The topologies and changes in structure over time in individ-
ual sectors may differ considerably from the aggregate patterns 
shown above. Figure 1.16 shows the textile sector related networks. 

Obviously, there were many regional supply hubs in the traditional 
trade networks in 2000. There were three main regional supply 
hubs in Europe, Germany, Italy and the UK, who exported textile 
sector value-added to their trading partners through final goods 
trade. Germany and the UK connected indirectly through Turkey. 
India was also a sub-supply hub with inflow linkage from the UK 
and outflow linkages to Nepal and Bangladesh. The presence of 
Italy, as the most traditional country with strong fashion sectors, 
can be clearly identified in these networks. This is very different 
from the networks at the aggregated level shown in Figure 1.15, in 
which Italy’s presence in the textile sector is largely masked.

FIGURE 1.15 Supply hubs of trade in value-added in various networks at the aggregate level 
Traditional trade networks (all goods and services) 

Simple GVC trade networks (all goods and services) 

Complex GVC trade networks (all goods and services) 
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• Normal Times:  Network centrality in:
1. Portfolio and FDI flows (especially including the “anglosphere”)
2. Foreign exchange trades (USD is a vehicle even for most Yen-

Euro trades!)
3. The bulk of global lending is in USD; especially if intra-EU euro 

lending is netted out (as I think it should be)

• Crisis times:  everyone runs to USD and Treasuries
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Network analysis of 
bilateral deposit, 
portfolio 
investment, and 
FDI flows, 2012 
(from Fichtner 2017)

anglo countries in red
US-UK link = US$4.7tr
total flows=US$81.6tr

not simply merged the data of the three visualisations, but added missing values. For example,
China does not appear in the visualisation of banking claims. The international banking relations of
China (as reported by the other jurisdictions), however, appear in Figure 12. I have also added India,
which has not been large enough to appear in any of the three previous visualisations, because it is
widely believed to play an important role in the future. Data for Jersey and Guernsey (historically
treated as ‘Channel Islands’ for statistical purposes) have been merged, because each on its own is
too small to appear here, seen together, however, they play a larger role in global finance than India
or Finland.

Figure 12 represents one of the most complete visualisations of cross-border global finance to date.
The graph clearly shows that Anglo-America is the undisputed core of global finance, with the
US-UK axis being the largest private bilateral financial relation on the planet with almost US $4.7
trillion. Japan is strongly integrated with Anglo-America and US-Japan financial relations represent
the second largest bilateral connection (US $3.7 trillion). The following ten largest bilateral relations
all involve the US or the UK – the only exception is China-HK on place six with US $1.6 trillion.
The vast majority of countries have their largest bilateral financial relations with Anglo-America –

the few exceptions are Austria, Belgium, Denmark, Finland, Italy, and of course China-HK. Thus,
the contemporary system of global finance is unequivocally hierarchical with Anglo-America
constituting the centre around which virtually all other countries revolve. Even if domestic political
elites of European or Asian countries wanted to distance their economies from Anglo-America, it
would be extremely difficult for them to escape the enormous financial gravity of the centre. The next
subsection provides indications about how the shares of different countries in global (financial)
wealth have developed since 2000 – regarding who has benefitted most from the system of global
finance shaped by Anglo-America.

Figure 12. The big picture of global finance in 2012.
Source: Author.

Jan Fichtner
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Forex trading, 2012

8 
 

Figure 3 Shares in official foreign exchange reserves 1999–2016 (percentages). 

 
Source: IMF (2016) Currency Composition of Official Foreign Exchange Reserves (COFER). 

Another relevant indicator is the position of the US-dollar in global foreign 
exchange trading. Figure 4 shows that in April 2016 the greenback has 
played an absolutely central role. This simple visualization makes it 
intuitively visible that global currency trading resembles a hub-and-spoke 
network with the US-dollar as the predominant global hub. This 
extraordinary centrality of the American currency makes it extremely 
difficult for any competitor to challenge its global role. 

Figure 4 The position of the US-dollar in global foreign exchange trading. 

 
Source: Author’s creation based on Bank for International Settlements (2016): Triennial Central 

Bank Survey: Foreign exchange turnover in April 2016. 
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Thank you again Jan Fichtner!

USD = 88% of global 
FX trades (out of 200%)

Euro = 40%
Yen = 22%

Trade invoicing:
c. 50% of global trade



Herman Mark Schwartz
© 2023Connecting empire to money: 

differential growth & credit

• The point of empire is power but also harvesting resources*
•More growth in the periphery à more harvestable 

resources, but also à rise of potential challengers à a 
problem of maintaining differential growth 
• Growth requires (among other things) net new credit 

creation, but always à risk of excess creation à crisis
• Credit in what currency?
• And… who decides?


