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Abstract  This  paper  makes  a  comparison  between  the  gold  standard  and  the  euro  through  a
study of  Keynes’s  views  on  the  need  to  manage  the  macroeconomic  situation  of  an  industrial
economy. The  essay  centers  on  Keynes’s  first  relevant  economic  work  of  the  post  World  War I

years, A  Tract  on  Monetary  Reform, analyzing  its  theoretical  and  practical  content.  The  situation
of monetary  instability  and  the  choice  of  exchange  regime  (to  return  or  not  to  the  gold  standard,
with the  parity  prior  to  the  war)  were  the  factors  that  attracted  Keynes’s  attention  in  those
years. Similarities  between  the  gold  standard  and  the  present  euro  system  bestow  a  certain
interest on  Keynes’s  ideas  and  on  the  economic  discussions  that  took  place  in  Great  Britain
during the  postwar  years  (1919---1925).
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El  patrón  oro  y  el  euro.  Una  reflexión  a  partir  de  la  lectura  de  A  Tract  on  Monetary
Reform

Resumen  El  trabajo  lleva  a  cabo  una  comparación  entre  el  patrón  oro  y  el  euro  a  partir  de
un estudio  de  las  ideas  de  Keynes  sobre  la  necesidad  de  gestionar  la  situación  macroeconómica
de una  economía  industrial.  Así,  el  ensayo  se  centra  en  la  primera  obra  económica  relevante
publicada  por  Keynes  en  los  años  posteriores  a  la  Primera  Guerra  Mundial,  A  Tract  on  Monetary
Reform, analizando  su  contenido  teórico  y  práctico.  La  situación  de  inestabilidad  monetaria  y  la
elección de  régimen  cambiario  (volviendo  o  no  al  patrón  oro,  con  la  paridad  anterior  a  la  guerra)
fueron los  factores  que  atrajeron  la  atención  de  Keynes  en  esos  años.  Algunas  similitudes  entre
el patrón  oro  y  el  actual  sistema  del  euro  confieren  un  cierto  interés  a  las  ideas  de  Keynes  y  a
las discusiones  económicas  que  tuvieron  lugar  en  Gran  Bretaña  durante  los  años  de  la  posguerra
(1919-1925).
© 2016  Asociación  Cuadernos  de  Economı́a.  Publicado  por  Elsevier  España,  S.L.U.  Todos  los
derechos reservados.

1. Introduction

This  paper  arises  from  a  rereading  of  the  first  major  eco-
nomic  work  of  Keynes:  A  Tract  on  Monetary  Reform  (1923a).
This  reading  of  A  Tract  led  to  the  idea  that  the  current
euro  system  shows  some  characteristics  that  resemble  more
closely  the  ‘‘old’’  nineteenth  century  gold  standard  than  a
modern  single  currency  system.  Thus,  some  of  the  limita-
tions  under  which  the  European  Central  Bank  (ECB)  has  had
to  operate  have  been  due  to  the  ECB’s  regulatory  design  and
its  great  reluctance  to  implement  discretionary  policies.  Of
course,  differences  must  also  be  taken  into  account;  thus,
for  example,  under  the  gold  standard,  the  modification  of
the  parity  of  a  currency  with  gold  or  exit  from  the  system
was  easier  to  carry  out  than  a  potential  ‘‘euro  exit’’,  as
mooted  on  several  occasions  for  some  economies  of  southern
Europe.

Moreover,  the  measures  taken  by  European  policymakers
do  not  appear  to  take  into  account  traditional  Keynesian
policies  despite,  paradoxically,  many  European  countries
exhibiting  high  levels  of  unemployment.  Reduction  in  unem-
ployment  does  not  seem  to  be  a  primary  objective  of  the
European  Union  (EU).  On  the  contrary,  the  problems  that
focus  the  attention  of  European  monetary  authorities  are
inflation  and  public  deficit.  This  has  been  shown  by  the  most
vigorously  pursued  policy  by  the  EU  and  European  govern-
ments,  which  has  been  fiscal  consolidation,  and,  in  general,
a  defence  of  austerity  measures.

There  is  a  widely  spread  notion  that  public  sector  growth
during  the  decades  following  World  War  II  has  resulted  not
only  in  the  excessive  size  of  this  sector,  but  also  and,  above
all,  in  great  rigidity  in  its  ability  to  act.  This  has  limited
the  stabilizing  capacity  of  the  state  to  stabilize  economic
activity,  making  it  more  appropriate  to  reduce  the  degree  of
regulation  and  public  intervention  in  the  economic  system.
In  fact,  European  governments  consider  their  most  pressing
problems  are  with  public  budgets,  and  not  with  a  lack  of
economic  growth.

This  political  position  has  arisen  from  the  great  confi-
dence  deposited  in  the  equilibrating  mechanisms  of  the
markets,  i.e.,  in  the  belief  that  the  private  sector  is  much

more  stable  than  Keynes  thought.  Moreover,  this  position
seems  to  defend  the  idea  that  the  proper  functioning  of
these  mechanisms  are  hindered  by  the  excessive  regulatory
zeal  of  the  welfare  state.  In  short,  the  current  orthodoxy  is
based  on  the  idea  that  the  private  sector  and  in  particular
markets  without  intervention  are  relatively  quick  at  making
adjustments.  Thus,  measures  to  expand  demand  are  often
seen  as  negative,  since  many  consider  that  they  would  only
generate  inflation.  Therefore,  independence  is  only  granted
to  central  banks  to  pursue  policies  of  price  stability.

In  A  Tract  (1923a),  Keynes’s  put  forward  his  view  on
the  need  to  manage  the  macroeconomic  performance  of  an
economy.  The  origin  of  this  was,  according  to  Keynes,  the
break  up  of  the  economic  organization  of  Europe  follow-
ing  WWI:  the  ‘‘delicate’’  organization  that  had  previously
operated  up  to  1914  could  no  longer  be  maintained,  and
the  ‘‘laissez-faire  system’’  was  a  thing  of  the  past.  It  was
no  longer  possible  to  go  back  in  search  of  a  world  that  had
disappeared  forever.  After  WWI,  Keynes’s  perspective  expe-
rienced  a  profound  transformation  and  he  lost  confidence
in  the  self-regulation  of  the  market.  Thus,  an  industrial
economy  should  be  managed  in  a  conscious  way:  the  era  of
non-intervention  of  the  state  in  economic  affairs  had  ended,
as  expressed  in  the  title  of  one  of  his  works  ---  The  End  of
Laissez-Faire  (1926).

At  Cambridge,  Keynes  had  as  his  teachers,  Marshall2 and
Pigou.  Furthermore,  from  a  theoretical  point  of  view,  Keynes
believed  in  the  balancing  abilities  of  market  forces,  at  least
in  the  long  term.  Even  more  so,  considering  his  analysis  of
the  UK  economy  in  the  1920s  in  which  he  highlighted  the
monetary  system  as  the  main  hinderance  to  the  process  of
resource  allocation.

In  A  Tract, Keynes  rejected  the  return  to  the  gold
standard,  arguing  that  fixing  the  exchange  rate  should  not

2 According to Schumpeter, since 1909, Keynes ‘‘taught straight
Marshallian doctrine with the Fifth Book of the Principles as the
center, the doctrine that he mastered, as few people did, and with
which he remained identified for twenty years to come.’’ (1946,
497).
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