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resents, will soon attempt to stabilize gold at about 
$350 an ounce. On the other hand, the Anglo-American 
camp, or some factions within it, may try to foment as 
much market turmoil as possible. 

The remonetization converts 
The new-found interest in gold among some Anglo­
American circles was further underscored last week 
when a group of prominent economists released a report 
advocating a return to a fixed exchange-rate system 
and the repegging of the dollar to gold. The economists 
served on an international monetary advisory board to 
the Securities Group, a New York investment bank 

'Com modity-dollar' 
alternative to gold 

In an effort to coopt European motion around 
i n s t i t u t i n g  a g o l d - b a cke d m o n e t a r y  
system, Financial Times commentator Samuel Brit­
tan has floated a proposal for" commodity-based" 
currencies. Brittan aired this plan in an article 
entitled" W hy Gold Still Glitters" in the Sept. 20 
Financial Times, excerpts of which appear below: 

A successful future monetary standard could be 
based on a variety of commodities. It cannot be 
long before some distinguished authority starts 
advocating a move to an oil standard. My guess 
is that money will be related to a group of 
commodities rather than just one or two, with 
perhaps rival monies related to rival commodity 
baskets. 

In the meanwhile, the monetary aspects of 
gold will not be quickly legislated out of exist­
ence . . .  

My guess is that if the boom does not puncture 
of its own accord, national authorities will inter­
vene to "stabilize" the market. This could mean 
a stepping up of U.S. and IMF gold sales, with 
perhaps other countries joining in as well. Such 
sales have the special attraction of providing the 
U.S. with a noninflationary way of financing its 
payment and budget deficits and easing the pres­
sure on the dollar. Once central bankers start 
operating in terms of upper and lower gold price 
ranges, on however informal and shifting a basis, 
we will be back on a rough and ready gold 
exchange standard. The standard may be broad­
ened to include other commodities, but the exper­
iment in purely paper currencies will be at an end. 

formed in December 1978 whose senior partner is 
Charles Atkins of the London School of Economics. 

According to the Sept. 17 Wall Street Journal, not 
all members of the advisory panel, which was chaired 
by Eugene Birnbaum of the SRI/Wharton World Eco­
nomic Program, agreed that gold should be remone-· 
tized. The progold members of the panel, however, 
suggested that a repegging of the dollar to gold at 
current market prices would "set the stage for renewed 
confidence in the dollar." Gold remonetization, they 
added, would promote currency stability, encouraging 
foreign trade and domestic investment and bolstering 
"the productive efficiency of the world market econo­
my." (A complete analysis of this report will appear in 
an upcoming issue of Executive Intelligence ReView.) 

This author can hardly argue with the above con­
clusions, but one must still ask: Why does a firm like 
Securities Group sponsor such a report? The answer 
may be that, as Brittan's piece shows, some British 
factions are toying with the idea of a restoration of the 
gold standard, modeled on the British-dominated pre-
1914 system. In their scheme of things, gold would be 
used to impose austerity, to destroy liquidity rather than 
to create more stable forms of credit needed to finance 
industrial development. 

Illustrative of this approach was the Sept. 12 Finan­
cial Times article which warned that the reserve-pooling 
mechanism of the EMS is creating excessive liquidity. 
In March of this year, the EMS was formally launched 
with the pooling of 20 percent of the participating 
countries' gold and dollar reserves. Valued at market 
prices, total gold reserves of EMS member countries 
(including the 80 percent not pooled) have grown from 
about $91.1 billion at the beginning of this year to 
$139.0 billion at present-a $47.9 billion gain! What 
the British fear is that this newly created liquidity may 
be mobilized by the Europeans to finance expanded 
trade and development deals with Middle East oil 
producers and other developing countries. 

The fall issue of the New York Council on Foreign 
Relations Foreign Affairs included a seemingly favorable 
commentary on the EMS authored by Citibank econ­
omist Harold van Cleveland. Van Cleveland proposes a 
"broadening" of the EMS to include the U.S., Britain, 
and Japan, but states that the foundation of the new 
system must be a protracted period of "monetary 
discipline." Moreover, a Washington source reports 
that, at the Sept. 15-16 Group of Five mmeting in Paris, 
U.S. Treasury officials proposed that gold make up 20 
percent of the basket of currencies included in the IMF's 
Special Drawing Right. Intended to counter French 
and West German plans to circulate the European 
Currency U nit (ECU) as a new gold-backed interna­
tional reserve, the U.S. plan was met with scorn by 
European officials. 

-Alice Roth 
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