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By Debesh Bhoﬁmlck g

The most controversiel issue,

e

ith, whather the country

s [will follow gold redeemeble
" ller currency ‘or not. On
h [the question “of doller~gold
g

nvertibility the economlsts,
oliticiens, businessmen
their views on
pposite  pletforms. On  the
nepletform, the 'Resgenomics'-
aper doller monetery system -
s merching on by liticel
will end on the other pletform,
{the supply-siders sre constently
refering to bring beck , the
deller Into gold.

A netlonel storm is brewing
ver this lssue end consequently
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it leeds to internetionel
, [nonetary westher Hezy.
|The US hes fellen victim

to mother of ‘history's greet
peper money delusions thet
erose becsuse of postering
freudulent
prectice in money end benki
system vie the politice
rocess - the Americen
conomic Council hes expiessed
s0.
A group of economists includ-
ed Mr E M Bernstein, Mr Robert
R Blein, M Devid B Bostein,
r (Pruident, Bostein Resesrch
Assoclates), Mc R N Cooper,
Mr Rudiger Dernbusch (MIT),
Mr Willism Feliner (Americen
Enterprise Institute), Mr
Elgin Groseclose (Executive
Director, Institute for Moneter:
Resesrch), Mr John H Herris,
Mt louE‘h. Mt A Heson,
Mr Allen H Meltzer & Mr Lois
Powers (Economic News
Agency)
ere dead ageinst the doller-
gold convertibility end return
to gold stenderd.

the other hend, MR Z
Alliber (University of Chicego)
Mt W D Below (Director,
Internstionsl Institute of
Resource Economics), Mr
George L Browing, Mr Richerd
L Devies (Meneging Director,
the Gold Institute, Weshington),
Mr Roy W Jestren (School
o Business Administration,

he US st present Is confronted -

end coercive B

- situstions

end meny others In

University of Celifornis),
Mr Thomes ) Holt (T ) Holt
& Co), Prof Roy Jestren
(University of Caelifornis),
Mr Msrry N Rothberd (Depert-
ment of Sociel Services,
New York Politechnique
Institute), Mr John V Sileox

(President, Benk of Henover.

& Trust Co), Mr RicherdL
Solyn (Chsirmen the Sound
Doller Committee) & meny
others ere In fevour of dolier
geld convertibility.,

Meny mejor countries adopted
or remsined on the gold
stenderd from 1879 to 1913.
But Keynes, Viner, H D White,
J D Angell firmly showed
thet Hume's price-specle
flow-mechenism did not
worked in reslity. As Melzer
points out, ‘'the clessicsl
gold stenderd is not or superior
method of solving our ?US)
current problems of infletion
ond unemployment, whatever
its merits ¢ century ego'.
esides, they ergued thet
Infletionery end deflationsry
are ineviteble
under geld stenderd snd
the price of gold will be
viltile due to new supplies
ond mining of geld end even
If in Englend "the averege
rete of unemployment wes
5 per cent during the ere.

ince price of gold is @ policy
verieble snd unemployment,
infletion, meny growthend
ectuel interest rote oll were
more verieble under gold

Y stenderd, thus, it Is undesireble

from @ cost benefit point
of view beceuse it ebsorbs
resl resources thet heve
slternetive productive uses.
the world gold merket,
if the gold price In US is
fixed too high, en outflow of
geld will continue thereby
en enhencement of price
level or if it Is too low,en
inflow end defletion will
preveil beceuse 77 per cent
of gold is produced by USSR
end South Africe:” Thus e
better monetery "@ontrol
is~ @ freely flosting doller
but not return to gold standerd.
This policy presciption s

now in gogue for the fesr
of low gold resume end
benk ruptcies, if doller conver-
tibllity hes been re-introduced.

The - opposition's view In
respect of doller-gold conver-
tibility Is, thet, sterting
form the speech of Mr Waellsce
D Berlow, Director, Inter-~
netional Institute for Resource
Economics, 'Since 1971 the
doller hes convertible only
into en unspecified quentity
of en unknown commodity.
Since thet dete the only
fooly heve chosen to hold
dollers Instead of goods.
This must continue until
the doller is egsin convertible
Into e specified quentity
of known commodity.'

It is egreed by all thet the
n.r—convertlblllty of dollers
threetens the Internationel
liquidity end globsl monetary
stebility leading US economy
to unending inflation, unemploy-
ment, recessions, high Interest
rete and - mel-distribution
of weslth wherees the econom
holds 60 times ($ 25,000 billion,
83 much money es it hedin
1933 (§ 42.0° billilon) end
populstion hes simost doubled,
the Rentes Price-Index
hes risen 273 per cent gold
ond silver prices heven risen
233 per cent end 240 per
cent respectively from 1971
to 1980. On the contrery,
Prof Roy lestrem, (University
Cellfornis) hes calculsted

on en index with 1930 es 100,
thet purchesing power of
gold In Englend wes 125

in the yeer 1600 end 129
in the yeer 1900.

In 1900 the. eversge weekly
esrnings of British workers
were equel to 1/2 ounce
of gold; iIn 1979 (efter two
world wers, ® world ‘slump,
® world inflstion) their eernings
were olso equel to 1/2 ounce
of gold, seme 8s 1900. The
Bretton Woods egreement
on exchenge rete end gold
policy hes been proved ultimete
follure. A series of propossls
before the Gold Commission
for re-introducing converti-
bility cen be summed up osy

DOLLAR-GOLD CONVERTIBILITY —

i) To fix the price of gold,

i) Bond end doller certificotes
"becked by gold within specified
period is necessery,

Ali) To begin buying end selling
gold sgeinst the menipulstion
of Russien gold holdings, end
iv) To stete the budget deficit
&to :telje Inflation.

Since, some monetsrists
heve become feetful ebout
US gold reserve If convarubllllz
Is ‘revived, so they witl
to follow some restrictive
menetery rrsctlcea such as:

1) To sbolish ell US Govt legel
tender money,
i) To sllow privete minting

of ‘'gold dollsr' end ‘'silver
doller’ endn to circulste into
the economy, .

i) To reserve 100 per cent
for all specie money substitutes,
iv) To enter into the Inter-
nationel gold merket,

v) To try to belence the
budget end restrict ell sorts
of credits, end

vi) Then redeem sl currencies
ond notes and then to edopl
“the gold stenderd.

Since the imposition of gold
stenderd is very difficult todsy.
Mr Hohn V Silcot, President,
Benk of Henover end Trust
Co, sungests to issue gold
celns te circulste es currency.
In reply Mr Richerd L Solym,
Chsirmen, the Sound Doller
Committee wrote, ‘then,
two currencies will be circulst-
ed sirmulteneously, irredeemeble
Federel Reserve notes end
the new specie-becked
currency. Citizens' will then
meke . their preferred choice'
end onie or the other dominste'.

Now, it Is nevertheless true,

the theoriticel juglery of
convertibility or neon-conver-
tibility is meeningless in

the some thet US hes very
much understood the decaylng
hegemony of its expende:
peper currency unbacked
by gold through the monetsry
mechinery of credit end
benking: over the world
ond henceforth the country.
hes becketed others into
forced internationsl trede
with her fied with the deollar





