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Introduction

This paper is part of a research project with broader scope, about Marx’s theory of money. Its specific
aim is to develop one eement necessary to the closer examination of the subject, which is the Marxist
characterization of the non-Marxist concept of gold-standard, relating to the frame of the international
monetary system in the decades that preceded World War 1. Additiondly, a Marxist theoretica framework
for the capitalist monetary system will be suggested as well.

The definition of money, in the relms of Marxism, faces nowadays a chalenge, which may be succinctly
expressed as follows. According to Marx's definition, the money form of vaue is complete when gold
becomes the commodity that performs the function of generd equivdent. As money, gold performs in the
firgt place the functions of measure of value and of standard of prices (or money standard). The later
function is decisve in the present debate because, according to Marx, the money standard consists of a
given amount of the money-commodity adopted as the standard for the expression of prices. Thus, for
ingtance, the English sterling corresponded to something less than 8 g of gold between 1717 and 19317,
and the dollar to gproximately 0,89 g gold between 1934 and 1971. As the banking system gradualy
developed dong the evolution of capitadism, particularly after World War |, the link of the money standard
to gold grew wesker, until it finaly seemed to vanish in 1973. However, the monetary system went on
working, even if subject to a successon of crises. Thus, there is at first Sght a contradiction between
Marx's theory, which requires money to be a commodity, specificaly gold, and the apparent
disappearance of every explicit link between the presently exising money standards and gold. This led
several Marxist authors to suggest that Marx’s theory of money is either wrong or at least unsatisfactory®.

It may be sad that many Marxist authors who wrote about the theory of money, in the past 30 years,
adopted some combination of two attitudes in face of that difficulty. On the one hand, there has been a
naively inductivist reasoning in accepting without closer examination the idea that the actud development of
the monetary system had proven Marx’s theory of money to be mistaken. In order to arive to this
conclusion, however, it is necessary to admit that money does not have to have intringc value, i.e, does not
have to be a commodity. The inductivist shape of such concluson comes from the acceptance of an
empirica fact as the truth without closer theoretical examination. In order to come to a find conclusion, it
would have been necessary to establish whether the observed facts expressed an underlying redl process

" This paper is part of aresearch project sponsored by CNPQ through aresearcher scholarship.

" The author teaches at the Dept. of Economics of the Federal University of the State Parand, Brazil.

! The expression ‘ monetary system’ is used by Marx to refer specifically to the preponderance of the direct circulation of
gold performing nonetary functions, which most obviously occurs in the hypothetical conditions of the so called simple
circulation (Marx, 1970, p. 35, 157-60; 1980, p. 22, 24). Since in capitalism the circulation functions of money (=gold) are
performed by credit money in the place of money, Marx called the capitalist sphere of circulation ‘ credit system’, which
should preferably be used in Marxist writings (Marx, 1971, p. 468-9; 1952, p. 64; 1967, v. 2, p. 346, 500; 1967, v. 3, p. 400,
440-1, 479, 536, 572). Thus, the usual ‘monetary system’ of current literature corresponds actually to the ‘ credit system’
in Marx’s theory. In this paper | use the expressions ‘monetary system of capitalism’ or ‘credit system’ interchangeably,
meaning the ‘credit system’ in the sense just aduced to, because of the wide use of the expression ‘monetary system’
evenin Marxist writings.

% The sterling standard was fixed at the turn of the 18th century by “ Sir Isaac Newton, the Master of the Mint, [who] had
established the canonical weight for the Pound sterling in gold, (...) (corresponding to 7.988 grammes at the title of
0.916)" (De Cecco, p. 539-40; Kindleberger, 1984, p. 23).

® Seefootnoten. 7.



or a merely deceptive appearance. More theoretical and empirical research seems necessary in order to
solve this problem. The naivety in the judgement lies in the way of facing the history of the debates about
money. The nature of money has been subject to lively debates for centuries, not only because of
exceptiona theoretical difficulties, but also of the huge materid interests that usualy surround money”. The
problem of the monetary role of gold, especialy after the end of the 60s, isinseparable from the problem of
the maintenance of the monetary supremacy of the dollar, which is linked to the maintenance of the globa

supremacy of the United States. This single aspect of the problem would seem to be a relevant reason for
assessing the subject with both greater theoretica caution and politica finesse.

On the other hand, after having admited such a great theoreticd mistake by Marx, the Marxist writers
looked for aternatives to Marx's explanatior?. Those efforts followed two basic lines, which il prevail.
One of them believes Marx’ s definiton of money to be mistaken, from which follows the need to daborate
an dternative explanation, still based on Marx’s theoretical system, but capable of a better assessment of
the monetary phenomena of contemporary capitalism, admitedly based on abstract forms of money. The
other line of thought suggests that Marx’s theory of money has been mistakenly interpreted, asserting thet it
indeed entails the possibility of purely abstract forms of money. What is needed is to develop this agpect of
Marx's theory. In both cases the end of the prevaence of a commodity performing as money is taken for
granted. This assumption, however, is not easily sustainable on grounds of Marx’ s theory, and may not be
soaadl.

This combination of defendve reactions has had quite serious consegquences upon present day Marxism,
because it led in practice to the éandonment of efforts striving to more thoroughly gpprehend the diverse
and unexplored aspects of the theory of money as Marx presented it. Thus, the full implications of his
theory of money have so far not been explored. The commodity nature of money is a clear example of one
essential aspect whose compatibility with the contemporary sphere of monetary phenomena has not been
examined closely enough. The abstract nature of present day money has been accepted as obvious. The
relevant implication of this fact is that for more than a century after the publication of Capital the Marxist
school, with few exceptions, has not sufficiently studied the events in this segment of the economy, which
means that it has not developed Marx’s theory on this aspect and hence has not been able to provide an
interpretation of them, aternative to the different schools of burgeois monetary theory, either the orthodox
neoclassca or its Keynesan branches. This is the reason why available theories and/or higtorica
interpretations of monetary events are mostly based on concepts incompatible with Marx’s theory. In
addition to that, several concepts, belonging to other theories incompatible with Marx's, have been
adopted as if they represented Marx's theory?. By the same token, the interpretations of the actua
development of the monetary and financial systems, both nationa and international, supplied by different
theoretical schools, have aso been adopted without clear criteria

This is the object of the present paper, which assesses the mistaken acceptance of concepts strange to
Marx's theoreticd system, whose relevance is the fact thet it represents one of the reasons that handicap
the solution of the theoreticad problem underlined above. The present paper attempts to demondirate that
the generdly accepted concept of gold standard, and more speciffically of internationd gold standard, and
its higoricd limits in non-Marxigt literature, are not vaid within Marxist theory in order to derive

“ One of the first great debates about the concept of money, at the end of the 17th century, in England, was caused by
financial interests, opposing creditors of the State to the later (Marx, 1970, p. 76-8). At present the debate around the
reform of the international monetary system isn't merely academic either, envolving huge financial interests.

® “These historical and institutional developments called into question much of classical monetary theory, which was
based on the assumption of a commodity money system. (...) those theories (...) were left with the need to propose an
aternative mechanism for determining the value of the monetary unit” (Foley, 1987, p. 256). Attempts in this direction
have been made, f.i., by the authors mentioned in footnote n. 7.

® About the adoption, by Marxist authors, of basic concepts developed by the post K eynesian school, see my previous
paper (Germer, 1998h).



conclusions about the maintenance or end of gold as the basis of the monetary system of capitalism. The
am, however, is not to discuss the concept of the gold standard in itsdlf, but instead to point out the
implications of the adoption of this concept in the assessment of the consstency Marx’ s theory of money.

This paper is based on three basic assumptions, dl of them admittedly polemicd: firg, it isassumed that in
Marx’s theory money has of logica necessity to be a commodity. This does not imply the assumption that
Marx's theory is correct on this topic, which requires further demongtration, the same being vaid for the
opposite position, i.e., that money does not need to be a commodity. Second, it is assumed that it has o
far not been demonstrated, on the basis of Marx’s theory, that gold has in fact stopped to be the basis of
contemporary standards of money. This aso requires more research and consistent demondtration.
Therefore a find statement about the subject, in the redlms of Marxism, seems for the moment to be
groundless. Third, the authors who have argued that Marx’ s theory isin part or even totally mistaken about
the materia character of money present two deficiencies. one of them isthe lack of a closer examination of
Marx’'s theory, and the other is of having adopted as vaid conclusions about the historica features of the
monetary system, derived from theories divergent from Marx’s. The later gap can only be closed by the
andysis of the historica development of the monetary system since Marx’s days, but based on his theory,
in order to achieve to conclusons consstent with the later about the nature of money in contemporary
capitaliam.

The‘gold standard’

The concept ‘gold standard’ has been frequently used - athough not dways explicitly - in Marxist writings
that oppose the thesis that in Marx’s theory money has of logica necessity to be a commodity. The
concept is usefull in this debate because it seems to corroborate the argument that the gold standard came
to and end with the outbresk of World War |, hence alowing the concluson that the capitalist economy
has elther been working for about 80 years without counting on a commodity performing as money and
being the basis of the standard of money or, at leadt, that the role of gold became lessimportant”. Even the
fact that the vaue of the dollar has been set with reference to gold, in 1934, & US$ 35 an ounce, which
held until 1971, is not generaly accepted as an argument in favor of the notion that gold went on being the
basis of the monetary system until that time. This concluson is implicitly based on the concept of the gold
standard as asystem where gold hasin effect to circulate in the economy. Thus, as gold stopped circulating
in coin form after World War |, it has been concluded that the monetary function of gold has come to an
end as well. However, those are concepts and criteria about the money standard that are actualy not
derived from Marx’ s theory of money, afact that is not taken into account in the writings mentioned.

In spite of the relevance tributed to the concept of the ‘gold standard’ as a criterion of the vdidity of the
notion that gold has been the basis of the monetary system of capitalism only until 1914, one does not see
an effort, in the Marxist literature, in order to more closaly characterize the connection of the concept of the
‘gold standard’ with Marx’s theory of money. This paper intends to demondirate that the concept, in the

"“During this period, even the fetishised form of appearance of any absolute standard of value was gradually eroded by
the removal of the pound’s aconvertibility in 1931, the Bretton-Woods agreement in 1944, the postwar expansion of
foreign holdings of US dollars by private banks, the collapse o the Bretton-Woods parities in 1971 when dollar-
convertibility was suspended ...” (Reuten & Williams, p. 200 and passim). “In the twentieth century the evolution of
monetary systems has been away from a commodity money system and toward a system in which the general equivalent
is an abstract unit of account, like the ‘dollar’ ...” (Foley, 1986, p. 20 e passim). “We could revise Marx’s theory by
arguing that what has happened in the twentieth century is that the links between money in different countries and
between money and gold have become looser and looser ...”; “The most obvious source of these difficulties is the
institutional desappearance of the gold standard in advanced capitalist society in the twentieth century” (Idem, 1983, p.5
and 8, homepage DK.Foley; see dso Foley, 1987, p. 255-6). “Dans les conditions supposés de |la monnaie-or, cet
argument de Marx est parfaitement valable. Il rend compte d’ aspects essentiels (...) jusqu’ au début du XX° siécle. (...)
Mais de nos jours, il semble bien que, méme dans |es rapports internatiionaux, |’ échange final de signe monétaire contre
unamonnaie marchandise, I’ or, n’ ait plus jamaislieu” (Lipietz, 1983, p. 135-6).



way it is formulated in the non Marxigt literature, is inadequate to characterize the monetary role of gold
and the period of its validity on the basis of Marx’stheory.

The‘gold standard’ asa historical concept

It seems advisable to begin by attempting to better identify what the concept of the gold standard
desgnates. It seems, in the first place, to have two different meanings in the current literature, one of them
being primarily historic and descriptive, therefore concrete, whereas the second one possesses a more
theoretica content. As a historical concept - which is here more rdevant - it attemps to characterize a
certain form of the capitaist monetary system, at two different levels - nationa and internationd -, which
present a number os distinctive features®. However, it ssems that the expression is more commonly used to
designate specificaly the internationd monetary system in the way it existed in the period 1880-1914°. For
this reason, and dso in order to digtinguish it from its meaning at the nationd leve, and further because the
expression is dso used in order to designate a precise theory of money, it seems preferable to designate it
in the way it has been used by earlier authors, who used to cdl it ‘internationa gold standard’, instead of
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smply ‘gold standard .

In the second place, what provides the ‘internationa gold standard’ a specific character is its internationa
dimengion, rather than the fact that gold had become the common base of the money standards. The
monetary role of gold atudly precedes by millenea the period to which the historic concept of gold
dandard refers, ether within regiona or nationd boundaries or in the international exchange. In England,
which became the centre of the system in its higtoricd meaning, gold became the officid bass of the
monetary system as soon as 1717, which is agood dedl in anticipation of the existence of the international
system that receives its name. Thus, what seems to characterize the ‘international gold standard’ is not the
fact thet gold for the first time became the materid of the money standard, but that it became the world
money for the firg time. Is it an exaggeration to interpret this as the higoricd redization of Marx's
indication that in capitalism money becomes world money?

Thirdly, dthough the expression ‘gold stlandard’ is usudly aso employed to designate the monetary system
of a country, when based on gold, its meaning becomes dubious once the international gold standard has
been set on place. In this case the fact that a country was on the gold standard could have two meanings.
ether that gold circulated as money within the country, or that the country in question was a part of the
‘international gold standard’. In the later case, it could however happen that the country did not have
internd circulation of gold money and even that its money standard was not defined directly in terms of
gold. These circumgtances derived from the interndly differentiated and more complex structure of the
internationa gold standard.

The actuad complexity of the sysem contrasts with the smplification of concelving it merely as a system
where gold circulates directly as money, and a the same time stresses the narrowness of the underlying

8 “The gold standard can be viewed as both a domestic and an international standard. As adomestic standard, it pertains
to the arragements regulating the domestic money supply or, treating the world as a closed economy, the arrangements
regulating the world money supply. As an international standard it pertains to the arrangements regulating the external
value of acountry’svurrency” (Bordo, 1992, p. 267).

® There are disagreements among the authors who write about the subject, about the date of the beginning of the
standard, but not about its end. Goodhart et al, for instance, place its beginning in 1873, because “it marks the beginning
of the period when the gold standard formally became established as the main exchange rate regime for much of the
industrialized world” (Goodhart et a, p. 10).

19 Keynes discussed the subject in its international dimension, though also referring critically to the problems of the
performance of monetary functions by gold, in the Treatise on Money (Keynes, 1979b, cap. 35); Hansen, in discussing
the role of gold, refers to the ‘old international gold standard’ (Hansen, p. 222 ff.), and the same does Bloomfield
(Bloomfield, 1970, p. 1 passim).



concept of money. This is the reason why the expression ‘gold” standard looses much of its effectiveness,
within the Marxist debate, once the structure of the monetary system as a whole, built upon gold, is taken
into account. De Cecco, for instance, reminds that

“... what commonly goes under the name of the Internationad Gold Standard was (...) a complex
system composed of a monometalist and a bimetalist part, where the importance of the former
was not greater, for the functioning of the whole system, than that of the latter. (...) the smooth
functioning of the Gold Standard essentidly required the existence of a bimetdlist periphery which
surrounded the monometallist centre” (De Cecco, 1987, p. 540).

Eichengreen, on the other hand, cdls attention to the fact that, athough gold provided the name of the
standard, the circulating medium and the compostion of the externa reserves of the nations that belonged
to the system were quite varied. According to him

“Only four countries - England, Germany, France, and the United States - maintained pure gold
gandards in the sense that money circulating internaly took the form of gold coin; and to the extent
that paper currency and subsdiary coin aso circulated, they kept additional gold in the vaults of
their central banks or nationd treasuries into which those media could be converted. (...) In other
countries, money in circulation took the form mainly of paper, dlver, and token coin. Those
countries were on the gold standard in that their governments stood ready to convert their monies
into gold at afixed price on demand” (Eichengreen, 1996, p. 20-22).

Eichengreen aso emphazises that in several countries that belonged to the system, the internationa
reserves, which should be gtrictly formed by gold, werein effect made up of titles of credit againgt countries
whose currencies were convertible into gold (Ibidem, p. 22-23).

Those features, pointed out by the authors just quoted as elements of heterogeneity, deviating from an
assumed purity of the gold-based monetary system, seem in effect to condtitute the characterigtics of a
conformation of the sphere of capitalist circulation that the concept of the gold standard is too limited to
apprehend. Given its limitation, the concept seems equaly unable to explain the changes under way in the
monetary system as capitalism develops more and more complex forms of existence. The emergence of the
characteristics adduced above should be seen as symptoms of a process of change which sets the
economic and indtitutional bases of the so caled gold exchange standard, which follows the gold standard
after World War | and sets the bases of the gold-dollar standard™, after the World War I1. The basic
change to be mentioned is the maturation of the nationa credit sysems and the beginning of the
development of credit relations a the internationa level™®. Those changes, not alway's seen as components
of the process of development of the monetary system by the non-Marxist writers about the subject, are
the basis of Marx’ stheory of the monetary system of capitalism, which he calls the credit system.

In view of the complexity attained by the monetary system of capitdism as it reaches world wide integration
from the last quarter of the nineteenth century on, it would seem that the characterization of a gold sandard

™ The concepts of both the ‘gold-exchange’ and the ‘gold-dollar’ standards would also deserve a critical assessment,
which cannot, however, be attempted here.

12 Here the attention is directed to the replacement of credit money for money at the international level. In this case the
currencies convertible into gold - sterling and dallar, f.i. - (in would be better to say the bills of credit denominated in
those currencies) are equivalent to the banknotes at the national level in the beginnings of capitalism, where banknotes
represented rights to gold. So do the currencies convertible into gold internationally. The gold centers, i.e., the countries
that issue convertible currencies, work in asimilar manner as did the banks that issued banknotes. Asthey centralize the
gold reserve and issue banknotes, they multiply the ability of a given gold reserve to function as means of circulation
and of payment, i.e., a given quantity of gold is able to support the circulation of a larger value of commodities in the
same period of time.



a natiiond levels would no longer make sense, since the monetary systems of countries that belong to the
internationa gold standard do not show the features attributed to the gold standard. However, it seems that
non-Marxist economics till conceptudizes the gold standard in a gtrict sense, hence ts internationa
dimension is meredly defined as an amplified nationa standard with the same characterigtics. In spite of the
heterogenalty of the literature about the subject, the following definition, taken from the MIT dictionary of
economics, may be accepted as a synthesis of the dominant concept of the gold standard:

“Gold standard. The system of monetary organizations under which the vaue of a country’s money
is legaly defined as a fixed quantity of gold, and domestic currency takes the form of gold coin
and/or notes convertible on demand into gold at legdly determined rates. For a full gold sandard
to exigt requires two basc conditions: the obligation of the monetary authority to exchange
domestic currency for gold to any amount at the specified rates (this includes the unrestricted
minting of gold coin from bullion brought to it) and the freedom of individuas to import and export
gold” (Pearce, p. 171-2).

The‘gold standard’ asa theoretical concept

The accounts of the gold standard, in non-Marxigt literature, focus on polemics around problems that are
more of practica than of theoretical character, conceding the fact that the common theoretica basis,
underlying the debate about the non-Marxist concept of ‘gold-standard’, is the quantity theory of money,
largely dominant in this field Since at least David Hume. Thus De Cecco cdlls atention to the fact thet the
debates about the nature of money, since its origin in the mercantilist period, divided the opinions about
different aspects of the subject. The metaligts, for example, were the mgority but were divided between the
adherents to a monometalist and a bimetaist system, and among the former there were the adherents to
gold or to slver [ver origind para melhor redacdo] (De Cecco, 1987, p. 539). Schumpeter, in a smilar
way, divides the debate about the nature of money into two groups. the metaists group asserted the need
that money had an objective basis, i.e, that it be a commodity, specificaly a meta, and chartaist group,
which postulated the opposite. Schumpeter, however, goes ahead to focus the theoretical dimension of the
debate, suggesting that the metaist group should in fact be divided into two sub-groups, which differ about
the arguments for defending the adoption of an objective basis for money. One of these sub-groups, which
he caled ‘theoreticd metdism’ grounds its position on the notion that money has of necessty to be a
commodity in the merchant sysem. The other sub-group is the ‘practicad metalism’, whose clam for an
objective basis for money is not grounded on a logical necessity, but represents the most efficient way of
preventing the depreciation of the money standard resulting from an excess of issue by irreponsble
governments (Schumpeter, 1954, p. 288).

Along this line Schumpeter characterized Marx as a theoretical metdist, which seems acceptable within the
drict terms of his definitions (Ibidem, p. 274), but is not the characterization most compatible with Marx’s
theory of money, since the latter requires money to be a commodity, but this one does not need to be a
metal™®. To the extent that Schumpeter’s account concentrates on the variety of supporters and opponents
of metdiam, it conced s the basic opposition between what he cdls practical metalism and chartalism, which
represent the quantity theory, according to which commodities and money enter circulaion deprived of
vaue of ther own, and Marx’s theory, according to which commodities and money possess both vaues
and prices previoudy to entering the circulation.

It is necessary to show how the higtorical and theoretical concepts of the gold standard, in non-Marxist
economics, combine into a concept of the internationa gold standard which results incompatible with
Marxist theory, and hence unagpplicable as a criterion to assess the role of gold within the monetary system

'3 On this subject see the accurate critic by De Brunhoff (1979. p. 66-7).



of capitdism on the basis of Marx's theory. It has aready been shown that the essence of the bourgeois
concept of theinternational gold standard is the fact that gold became world money. The concept of money
at the internationa leve is the same as a the nationd leve for the quantity theory, i.e,, money is gold for
practica reasons, not as an intrindc necessity of the system.

The non-Marxist accounts of the structure of the so cdled gold standard are based on chartdiam, i.e, the
notion that money is an arbitrary crestion of the State. Such a concept is essentia to the quantity theory, for
which money does not have intringc vaue, which is a condition for the price leve to be determined by an
arbitrary amount of money. As a necessary condition for this result, this theory conceives of money as a
mere means of circulation, with the excluson of the function of means of hoarding or store of vaue. This
means that al the money present in the economy is kept circulating, a result that would be impossible had
money vaue of its own, in which case its quantity a a given time would have to be determined by the
relation between the total value of commoditiesto be circulated and the value of money, thus requiring the
existence of another conceptua eement, hoarding, i.e., areservoir to which money flows when in excess,
and from where it flows back to grculation in the opposte case. To the extent that the change in the
quantity of the circulating medium is seen as the cause of a change in prices, this is the reason why the
control of the issue of money represents the mgor concern of the quantitativist authors. Keynesan theory is
aso chartdigt. Although Keynes opposed the quantity theory in introducing the function of store of vaue of
money, Keynes adhered enthusiagtically to chartalism (Keynes, 1979a, cap. 1). Smilarly to Ricardo and a
great part of the supporters of quantitativism, it seemed initialy convenient to Keynes too that the vaue of
money was linked to an objective standard, as the most effective practical assurance of its stability.

Thus, for both theories the link between the money standard and gold derives from a merely practica
reason. Therefore, no theoretical reason prevents them from accepting the abandonment of gold as the
basis for the definition of the value of money, nor is there any reason for them to oppose the replacemert of
a purely abgtract form of money - or ‘fiat money’ - for money based on gold. On the other hand, as
dready metioned, the quantity theory defines an object as money once it functions as means of circulation.
For this reason, once the money standard is no more defined as a given quantity of gold and gold does no
more circulate as currency, and once, therefore, the circulating medium became inconvertible ether into
gold or into any other object possessing vaue, it seems obvious that, according to those theories, money
has nothing more to do with gold™. In this sense the gold standard has come to an end.

However, to the discomfort of non-Marxist theories, dthough gold had been totally withdrawn from
circulation after World War 1, it went on performing monetary functions and was a the ground of the
monetary system worked out a Bretton Woods, both as the bass of the vaue of the dollar and as the
basic internationd reserve currency, functions which gold explicitly performed until 1971. Given the
quantity theory’s drict definition of the gold standard, mentioned above, the monetary systems of post
World War | set non-Marxist economicsinto great confusion, snce gold did not circulate anymore but the
money standards were 4ill defined in terms of gold. There are no convincing explanations in the non
Marxist theories about the trangtion from the international gold standard to the gold exchange standard and
toits dlassical version, the gold-dollar standard prevalent after World War [1™°. The orthodox supporters of
the classca gold standard see the gold-exchange standard of post World War | as an “... adulterated

4 Money being only a means of circulation, according to the quantity theory, it folows that gold will be money as long
asit circulates in the form of coin, but as soon as it stops doing so, it will stop being money as well, since by definition
money is the circulating medium. For the same reason any object able to function as means of circulation, f.i. paper
money, is ipso facto reckonned to be money. Keynes distinguishes himself from the quantity theory for postulating the
function of store of value of money, but conflates hoarded money with reserves of money capital, which is regulated by
theinterest rate, being a category of capital instead of money.

> Black, referring to the Bretton Woods system, states that “under this system, which was a form of gold exchange
standard, countries declared their par values in terms of the United States dollar, which was convertible into gold at $ 35
an ounce’ (Black, 1992, p. 485).



verson of the gold standard” (Hallperin, 1970, p. 364), reveding their limited understanding of the credit
system and its development. It seems however that most authors withdraw to a more prudent though
dubious view of the role of gold in the monetary system during that period as gradudly declining until afina
abalition. For this rather inductivist view - which merdy attempts to rationdize an appearance without
explaning it - the enforcement of the inconvertibility of the dollar in 1971 and the following officd
abandonment of gold as the basis of the money standards, are celebrated as the historical corroboration of
thelr interpretation. In spite of that, however, gold continues to be a fundamenta component of the
monetary reserves of the main advanced capitdist countries.

According to the above, the mere acknowledgement of the fact that gold went on playing an activerolein
the monetary system of capitaism, at least until 1971, permitsto say that, in afirst instance, what ended in
1914 was not the monetary role of gold, but barely the specific configuration of the internationd capitaist
system where gold had been active as world money and circulated persondly in the domestic spheres as
well. In addition to that, the observed difficulty faced by the non-Marxist theories in order to explain the
character of the monetary system that followed the gold standard suggests more caution in the adoption of
theoreticd criteria stated by them, particularly in the assessment of the Marxian theory of commodity-
money. This obvioudy gpplies dso to Marxist authors who question the commodity nature of money based
on the argument that the gold standard ended in 1914. We now focus the elements provided by Marx’s
theory of money in order to assess the evolution of the monetary role of gold.

Therole of money (=gold) in Marx’ stheoretical system

In the first place, Marx’s theory of money radically contrasts with the chartdist view both in the quantity as
in the Keynesian accounts. Money has not and cannot be created arbitrarily by the State, it is rather
sponteneoudy generated throughout the condtitution of the merchant economy. Money is not exclusvely,
nor predominantly a means of circulation, neither does its importance exhaugt itsdf with the addition of the
function of means of hoarding or store of value. The basc and essentia function of money is to be the
generd equivaent of vaue and as such provide the materid for the independent expression of vaue (i.e,
dissociated from the ordinary commodities to whose bodies it is united when produced). Once this has
been accomplished, the vaues of the commaodities are expressed into money (=gold) as prices in a purely
idedl way, i.e., just declared by voice or writing, and the function of means of circulation may be performed
by asmple piece of paper or some other materid, printed with different values expressed in monetary units
based on the generd equivalent. These subdtitutes of money in the function of means of circulation are
symbols of vaue.

It is paradoxicd that Marx's theory of money, which categoricdly sates that only a commodity can
become money, which came to be gold in capitalism, a the same time demondrates that, with the
development of capitalism the functions of money (=gold) in the circulation are taken up by insruments
derived from money up to the point of gold being dtogether eiminated from circulaion. The money
commodity can not, however, be replaced in the function of general equivadent of value. Thus, symbols of
value may be replaced for money, as indicated above, in the function of means of circulation. In capitalism,
however, money in this function is preponderantly replaced by hills of credit, to the extent that commercia
credit expands as a result of the expansion of the merchant character of the economy. Hence the function
of means of payment becomes more and more important and finaly predominant. But in this function too
money is replaced by the cancedlling out of mutua debts, leaving to money (=gold) only the payment of the
remaining balances. The banking system expands and takes over the functions of money deding and of the
management of the capitaists baances of money capitd, which are gold balances, converting them into
banknotes, used in the place of money for the payment of balances due. Thus a scade of forms of credit
money of risng grade arises, garting with commercia credit bills, whose baances due are covered with
money (=gold); then, on this basis, banknotes issued by individud banks, which replace money in the



payment of the debit baances of commercid hills, with the remaining balances between banks being paid
with morey (=gold). Findly, the centra banknotes replace money in the payment of the baances due
among banks, and what remains for money to perform is the function of means of payment in the
international trade, i.e., the payment of internationa trade deficits. In thisway a series of successvetitles of
credit in ascendant ranks replaced money in the function of means of payment and turned out to be the
center line of what Marx called the credit system'®.

The above paragraph clarifies the indication by Marx, in a frequently quoted passage, but whose
implications seem not to have been plainly understood, that money (=gold) could be totaly withdrawn from
the internd circulation, remaining, a the same time, essentid in the internationd trade®’, which does not
imply the abalition of gold as the bagis of the monetary system of capitdism. It follows that the dismissal of
gold from monetary functionsin the interna circulation cannot be interpreted, in the terms of Marx’ s theory,
as an indication that money does not have to be commodity anymore. Thence the so called ‘end of the gold
sandard’ at the outbreak of World War | should not be admitted, in the realms of Marxism, as the Sarting
point of the prevalence of idead or symbolic money. What initidly happened, on that occasion, was the
familiar defensive dtitude of countries in wartime, of suspending specie payments in order to protect their
gold reserves. The money standards, however, were sill defined in terms of gold. It is strange that this
important detail has not been observed, in the Marxist writings examined so far, snceif it were it would no
longer be reasonable to argue that gold stopped performing relevant monetary functions since World War
l.

More important, however, is the fact that what came to be known as the * gold exchange standard’ %, which
materidized in a dassicd shape in the gold-dollar standard after World War 11, corresponds essentialy to
what Marx succinctly discribed in the quotation transcribed above, since from World War 11 through 1971
the “meta [was] indeed required only for the balancing of international commerce, whenever its equilibrium
[was] momentarily disturbed”. The direct involvement of gold performing monetary functionsin the internd
circulation was gradually abolished after the end of World War |, in the advanced capitdist countries'.
Even the private holding of monetary gold has been interdicted and became a monopoly of the centra

banks™. In the gold exchange standard, as is well known, gold was supplemented by the leading country’s
money standard as internationa reserve currency for the other countries, performing dongside gold the
function of baancing internationd trade. In the gold-dollar standard, effective after World War |1, this role

!® |t is to be noted that several Marxist authors nowadays reckon present forms of credit money to be money in the full
sense. Credit money appeared at first in the form of banknotes, whereas at present its predominant form is of bank
deposits. The presentation made above shows that the different forms of credit money are bills of debt, i.e., mere formal
promises to pay values that represent prices of commodities, whose values must have been measured beforehand by
money. Thus atitle of debt cannot be a measure of value, but it can function as means of circulation and of payment, in
the place of money, through transfer among creditors.

Y “The entire history of modern industry shows that metal would indeed be reugired only for the balancing of

international commerce, whenever its equilibrium is momentarily disturbed, if only domestic production were organized.
That the domestic market does not need any metal even now is shown by the suspension of the cash payments of the
so-called national banks, which resort to this expedient in all extreme cases asthe sole relief” (C3, 1967, p. 517).

'8 The general framework of this standard has been officialy instituted at the Genoa Conference, in 1922 (Niveau, 1969, p.
286-8).

9 “The century that ended with World War | saw the gradual replacement of the international money-commodity (gold
and silver) by national fiduciary currencies (...) which circulated only within the frontiers of each country. This process
came to completion in the 1920s and the beginning of the 30s, with the universal disappearance of gold (...) fromactive
monetary circulation and even from the cash reserves of commercial and deposit banks” (Triffin, 1972, p. 61, emphases
added). “... It isno more necessary to keep reserves for conversion of bank deposits and banknotes into gold concerning
internal circulation. The present decrease in reserves is associated solely with external deficits in the balance of

payments of the country” (Triffin, 1970, p. 36, emphases added. Translated from the Spanish edition).

% The interdiction of private holdings of monetary gold took place in 1933 in the USA, having been reversed in 1975
(Aggarwal, 1992, p. 257).



has been performed by the dollar in a more than complementary way. Should this fact be taken as
invaidating Marx’s point of view, presented above?

The use of the the money standard of the leading country as a worldwide standard represented an
innovation of the utmost importance, which gppeared till under the working of the so called international
gold standard and became an essentid feature of the new international monetary system and even a part of
its desgnation - the gold ‘exchange’ standard (Eichengreen, 1996, p. 61). Thisinnovation does not seem
to affect the nature of the system, it rather specifies it, Snce the leading money standard is expressed in
terms of and convertible into gold, which means that the assets denominated in that standard represent gold
able of being drawn a any time?!. A smple example is enough to ilustrate the meatter: the dollar was the
leading monetary standard, defined in terms of money (=gold) in the proportion of US$ 35 an ounce, i.e,
eech dollar was equivaent to gproximately 0.9 g gold. The USA would ensure the convertibility of the
dollar into gold, according to the standard, for internationd transactions. The money standards from the
other countries were equivaent to fixed amounts of gold according to their rates of exchange to the dallar.
Let’s take the German mark as an example. If its exchange rate were US$ 1 = DM 1.80, its equivalence to
gold would be of DM 1.00 = 0.5 g gold. Abstracting commercid restrictions among countries, it seems
obvious that nomind prices, in the gold-dollar international system, were based on gold as the generd
equivaent, as measure of value and as basis of the standard of prices or money standard. Thisis the reason
why the maintenance of fixed exchange rates between different money standards had to be enforced in
order to ensure the link of al to gold (Bordo, 1992, p. 267; Wood, 1992. p. 256).

This indicates that the relevant process, from the point of view of Marxist analyss, is not the ‘end of the
gold standard’, but is instead the underlying process of development of the credit system at the internationa

level, which speeded p after World War |, and without which the monetary functions of gold could not
have been performed, a that level, by forms of credit money. At afirs instance gold has been withdrawn
from internd crculation, initidly only in coin form and then dso as bullion. Later the hoarding of gold has
been interdicted for individuals and declared state monopoly?, but gold retained the role of direct basis of
the leading money standard and indirect basis of the standards of the other countries, whose exchange rates
into the leading standard defined its equivaence in gold. The functions of money (=gold) as both the basis
of the money standards and internationa means of payment are not affected, but the ascent of one nationd

standard to world standard represents an event of the utmost importance, because it reflects the beginning
of the putting up of the credit system & the internationa level®, It is easy to see that assets denominated in
the leading standard held by another country represent rights to money (=gold), in away intirdly analogous
to the banknotesin their initid stages, where they explicitly represented gold deposited at the banks.

It follows from the above exposition that the process of gradua withdrawa of money (=gold) from interna
circulaion, until its completion, represents the redlization of a deduction derived from Marx’ stheory, and it

2L« . the adjective convertible in the postwar period meant, with one vital exception, ‘ convertible into American dollars'.
The exception was the American dollar itself: the american authorities have been ready not only to buy gold from anyone
at a price of $ 35 an ounce, but also to convert official dollar holdings at practically the same price” (Tew, p. 148,
translated from the Spanish edition).

2 A demonstration that the legal interdiction of private hoarding of gold not only does not contradict the internal laws of
capitalism, but is instead thoroughly compatible with them, has been attempted by the author in a paper already
mentioned (Germer, 19983, p. 350-3).

% Ejchengreen shows the appearance, still before World War I, of international monetary events that deviated from what
was to be expected on the basis of Hume's model, and which anticipated the so-called ‘gold exchange standard’

(Eichengreen, 1996, p. 25-8). In 1913 Keynes, in a chapter with the title ‘ gold exchange standard’ already stated that this
was the system that expressed the tendencies of the future international monetary system (Keynes, 1971, cap. 2). In the
same book Keynes underlined that the system already proposed by Ricardo corresponded to a gold exchange standard
(Ibidem, p. 22). Bordo, in the same direction: “A third variant, proposed in 1816 by David Ricardo, was a gold bullion
standard. To further economize on gold, coins would not circulate at all but fiduciary currency would be convertible into
gold bullion. Such a standard prevailed in the twentieth century during the interwar period” (Bordo, 1992, p. 267).



is remarkable that non-Marxist authors were only able to take notice of the phenomenon ex post facto®,
without having previoudy provided a theoreticd anticipation. If the predictive power is a criterion of
theoretical consstency, this aspect of Marx’s theory is an undeniable illustration. In this case as in others,
Marx anticipated future developments of capitalism, which were till absent a histime, reflecting the degree
a which his theory was capable of accuratdly capturing the laws of motion of capitalisn. The non-Marxist
authors, who understandably stick to the aspects of Marx’s theory whose adherence to the factsis less
papable, in order to declare it invalid, obvioudy overlook those aspects, like the one just presented, which
suggest the theoretical conggtency of Marx’s system. It is surprising, in this respect, that Marxist writings
not unfrequently surrender to the agenda set by Marx’s critics, and make hard attempts in order to justify
the aspects under critic, sometimes agreeing unjudtifiably with the criticiams, at the same time that they fall
to aknowledge other relevant aspects, like the object of the present paper, where Marx’s theory was not
only correct but has additionaly anticipated important events.

Istherea Marxian ‘gold standard’?

The gold standard in nontMarxist theories is a concrete historical category, whose theoretical foundation is
essentidly the quantity theory of money in Ricardian terms. Marx’'s theories of money and credit money, in
contrast, are theoreticd congtructs which start at a high level of abstraction and become more and more
concrete as more concrete elements of redlity are successvely added. Thus the theory of credit money, to
the extent that it pressuposes commercid credit and a developed banking system, among other eements, is
a more concrete piece of theory than the theory of money, which refers to the buyer/sdler relation,
abgtracting al other economic relations. It is fair to say that the theory of credit money is a remarkable
example of the logica-historica connection attributed to Marx’s method: at the same time as that theory
rests on history, which isits sarting point, it derives from it highly abstract categories in order to be able to
gradualy approach the higtorical concrete. Thus, instead of the later being a mere description of the
observed chactic redlity, it is clearly areconstruction of redlity by way of theoretica thinking.

Being more explicit, this means that the representation of the monetary system, provided by Marx, should
not be approached as a description of something imediately observed, but as a deduction based on the
theory which represents it according to its internd laws of motion. The fact of Marx having been able to
accurately anticipate the evolution of the monetary role of gold in capitaism, in the way just presented,
indicates that he has been able to devise what we may cdl the laws of motion of capitd in the sphere of
circulation. These laws make up the framework of what Marx cdled credit system. In Marxist theory the
concepts of credit money and credit system have so far not been worked out with the necessary accuracy,
which is presumably one of the reasons of its inability to confront other rival theories about the
interpretation of the evolution and working of the internationd monetary system. Thus, the ‘internationd

gold standard’ could eventualy come to be a meaningfull concrete category within a marxist interpretation
of this process, but just as a part of a general theory of the development of the credit system, at first a a
more abstract level, and only then introducing successively both national and internationd levels, which are
concrete eements.

In view of the preiminary nature of the present gpproach to the internationa monetary system based on
Marx's theory, it would hardly be possible to provide more than a rough outline of some of the features
that a theory of the credit syssem should have. We will at this point present afew components which at this
moment seem essentia to such an undertaking. In the first place, it should be pointed out that the concept

# Niveau's presentation ilustrates the method of describing the facts after their occurrence, without however offering a
theoretical explanation for them. Thus, according to him, in 1936 France, England and the USA “in attempting to enhance
the stability of the exchange rates, ... signed an agreement ... which established the convertibility into gold only for
central banks ... The general direction was gradually towards a system where gold would used be exclusively as
international money” (Niveau, 1969, p. 317, emphases added).



of a‘gold standard’, understood as a national monetary system having the characteristics presented above,
isnot a category in Marx’ stheory. It could be remotely associated to what Marx called ‘ monetary system’,
dready hinted at, in which he abstracts capital and works out the buyer/sdller reaion and the circulation of
money in the form of coin, but where commercid credit is present only in the dementary form of promises
of deffered payment, with money (=gold) in this case functioning as means of payment. The gold standard
as described by bourgeois theories contrasts in this respect with Marx’s in that it is supposed to
correspond to developed capitalism, in which case Marx uses the concept of credit system, where the
circulating medium is preponderantly credit money rather than money (=gold). In this sense the bourgeois
theories are remarkably unable to explain consstently the way in which credit and credit money fit into their
interpretations, which leads to the notion, already mentioned, of the gold exchange standard as a ‘ distorted
version of the gold standard’, while it would seem more suitable to characterize it as an advanced stage of
the credit system, as it spreads ot to the internationa level®. Second, from the point of view of the nature
of money in capitalism, the expression ‘gold standard’ could in Marx’s theory only fit the notion that gold
“is’ money from the beginning, throughout the entire history of capitdism (abgracting the role played by
dlver), i.e, from the point of view of money, capitalism ‘is agold standard. To that extent the expression
‘gold standard’ coincides with the Marxian definition of money (=gold), being therefore meaningless a the
theoretical level, Snce it would be unable to designate a definite historicd stage of capitdism.

In view of the rdevance of credit in Marx's theory of money in capitdiam, it is essentid to show,
theoreticaly, that the credit relations, upon which the credit system is founded, have their origin in the actua
funcioning of the merchant economy, rather than in subjective aspects like trust or others frequent in non-
Marxigt theories. The structurd character of the credit system derives from the structural character of
commercia credit, as will be briefly shown. The demongtration requires cpital to be abstracted, since
commercid credit precedes it. The merchant economy pressuposes the socia division of labor, which
implies specidized producers who exchange the products of their |abor with the mediation of money. Each
producer can only buy after having received the proceeds of the sde of his own product. What is
remarkable, however, is that the periods of production of the different commodities are as a rule not
coincident, for technical reasons. Thus, when one producer’s commodity comes to the market, severd of
his potentid buyers have not yet completed and sold theirs, therefore till don't have the money for their
purchases. The solution of the problem is the sde againg the promise of future payment, i.e., commercid
credit, which expands in pace with the merchant economy®. Commercid credit represents a new
economic relation, the debtor/creditor relation, which adds to the buyer/sdller relation.

The spreading of commercid credit accross the economy implies that the function of means of circulation
has been taken over increasingly by commercid hills, while money (=gold) preponderantly performs the
function of means of payment, as dreaedy indicated. It must be underlined, a this point, that Marx
emphasysed that commercid bills worked, since the very beginning of capitdism, as ‘commercia noney
proper’, i.e.,, in the payments among capitaists, which means that the circulation of such hills predominated
over the dirculation of gold from the start®’. This stresses the fact that, in Marx’s theory, the circumstance
of money being gold does not require the later to perform the function of means of circulation in person.

* This difficulty certainly derives from the fact that Hume’'s model, which is at the origin of non-Marxist theories, did not
take into account the banking and credit system, which are essential elements of the monetary system of advanced
capitalism (Eichengreen, 1996, p. 25).

% «Commercial credit is the adjustment mechanism of the merchant economy in this aspect, because it ensures the
connection of the different particular processes of production into one global structure of social division of labor.
Without that, many commodities would not be sold because their potential buyers, not having finished the production of
their commaodities, would not yet have sold and would hence be unable to buy” (Germer, 1996, p. 173).

" According to Marx, commercial bills represented the commercial money proper, and were the ‘foundation of credit
money’. Therefore the different forms of credit money “do not rest upont the circulation of money, be it metallic or
government-issued paper money issued by the state, but rather upon the circulation of bills of bills of exchange” (Marx,
1967, val. 3, p. 400-1) which are bills of credit.



Commercid bills insteed of gold, in the functions of means of circulation and of payment among capitaists
represent the primitive or origina form of credit money, the former being, therefore, ‘the’ typica form of
the crculating medium in capitalisn. Gold, however, does not stop being the generd equivdent, i.e,
money, in the functions of measure of vaue and standard of prices, and thus the bas's upon which credit
money develops. The development of commercid credit and its connection to banking credit, aswell asthe
development of the banking system up to the central bank are, among others, eements which make up the
credit system of capitaism, i.e,, the capitaist sphere of circulation.

As has dready been mentioned, the axis of the credit system congsts of a chain of forms of credit money in
upward ranking starting from commercid hills. At each new and higher form of credit money, the volume of
circulation able to be supported by a certain amount of money (=gold) expands, confining the later to the
top of the chain of forms of credit money. Thus the suggestions that the maintenance of gold as money has
become untenable because of a supposed shortage of gold, or else that the reserves of monetary gold
should have to expand at the same rate as the production of commodities, etc., are baseless. Marx’'s
presentation leads to the obvious conclusion that the performance of monetary functions by bills of credit,
that gave rise to different forms of credit money, not only do not invalidate the commodity nature of money,
but can only be explained on the basis of the later’s existence. It should further be stressed that for the
debtor/creditor relation to come up it is enough that the vaues of the commodities have been expressed in
terms of money, regardiess of the nature or definition d the later. Thus the suggestion, not unfrequently
made, that the commodity nature of money represents an obstacle to the full development of the credit
system, is a mistake®. In effect, the historical proof in opposition of this suggestion is highly convincing,
since the modern credit system has developed splendidly - and even excessively, according to many writers
- under the prevaence of the money-commodity (=gold), since the beginning up to at least 1971.

On the basis of the presentation above, it is possble to suggest a way of conceptudizing the credit system
as a totdity, according to Marx’s theory. The credit system is made up of two basic dements, money

(=gold) and the commercid credit relation. The later gives rise to a chain of successve forms of credit
money in rigng ranks. On this basis it is reasonable to suggest a conceptud representation of the materia

framework of the credit system as a combination of money (=gold) and the ordered set of forms of credit
money. This framework can be represented as a pyramid®, where money (=gold) appears at both ends, at
the bottom and the top. At the bottom of the pyramid it performs the function of measure of value, and at
the top the function of find means of payment. Between the two, making up the body of the pyramid, there
ISsasuccesson of stages corresponding to the different forms of credit money in rising ranks.

Conclusions

Thisinvegtigation indicated that the concept of the ‘gold standard’ expresses a quantitativist account of the
monetary system of capitalism, defining it as the one where gold directly performs monetary functionsin the

% Some post-Keynesian writers sustain that commodity-money is incompatible with the development of credit money
(Rogers, 1989, p. 8-10, 171-6, who inaccurately atributes this view to Marx; Wray, 1990, ch. 1-2; Moore, 1988, ch. 1).

# The representation of the monetary system in the form of a pyramid has been suggested by several authors. De
Brunhoff’s suggestion - apparently the earliest one among Marxists- has been adopted in an altered form. De Brunhoff’s
suggestion concerns only the structure of credit money, divided into three levels, corresponding to a rising chain of
forms of credit money: private credit money (banks-enterprises relation) at the bottom, national money at the center, and
international money on the top (De Brunhoff, 1985, p. 43 ff.). Foley develops the idea more thoroughly, but applies it
both to a monetary system based on gold and on purely abstract money (Foley, 1987, p. 249). Moore states that,
according to Hicks, in Critical Essays (1967), “the development of banking builds upont the base of metallic money a
pyramid of money substitutes” (Moore, 1988, p. 10). The omission of the page of the quotation made it impossible to
confirm it. Desai mentions a similar reference by Kaldor (Desai, 1989, p. 173). Samuelsonillustrates the ‘ pyramid of credit’
with actual figures, in the seventh edition of his book (Samuelson, 1967, p. 311).



crculaion. Since in Marx's theory gold is the money of capitdism from the sart, the expresson ‘gold
sandard’ cannot be applied to a limited period of capitalism. It has been attempted to show that, to that
extent, the expresson does not find an equivdent in Marxian theory, and fails both to contribute to the
understanding of any relevant aspect of capitaism, or to add new indghts possbly missng in Marx's
system. On the other hand, the concept of the ‘internationa gold standard’, athough a mere extenson of
the concept of the gold standard to the international sphere, pointsto arelevant aspect of the development
of capitalism, without andizing it though, namey the making up of a worldwide capitaist structure with
greater technical and economic integration under the hegemony d England. It should be reminded that
Marxist authors like Lenin and Bukharin have defined this system as monopoly capitalism or imperidism.

On the other hand, to the extent that the concept of the ‘internationa gold standard’ corresponds to the
ascent of gold to the condition of basis of the money standards in the capitalist countries, it presentsitsdf as
ahigorica proof of Marx’sthessthat in capitaism money (=gold) becomes world money. However, in the
way it is presented the concept of the international gold standard is mistaken, since it limits itsdf to
characterize the money grounding of the system - gold - which isactudly atrivid aspect. It further fallesto
acknowledge the essentia component of the monetary system of advanced capitaism, the credit system,
which should explicitly be introduced in the analysis of the monetary system of that period. In this respect, it
seems intuitive to suggest that the development of the internationa monetary system should be assessed,
from the point of view of Marxist theory, as a Sructure in gradud evolution towards the framing of an

internationa credit system, through the establishment of a widening network of credit links among countries.
This is a complex maiter, Snce it entails severd countries and ther nationa credit sysems, which arein a
process of development and completion a the same time as the internationa credit system sets its
foundations, having the nationd systems as building blocks. The paper ends by suggesting a conceptua

frameword for the credit sysem of advanced capitdism, following Marx’s indications, which integrates
money (=gold) and a hierarchy of forms of credit money.

It has been attempted to show that the acceptance of the concept of the ‘gold standard’ by Marxist
authors, both in its theoretica and historical aspects, as an argument in the debate on the vaidity of Marx’s
theory of the commodity nature of monney is untenable. According to the definition of the concept, the
‘gold standard’ is believed to have hed an end with the outbreak of World War | because gold stopped
circulating as currency. However, according to the Marxian concept of money, gold has not stopped
performing monetary functions at that date, but went on as the basis of the monetary system of capitaism
explicitly a least until 1971. There has not been a gradud process of extinction of the monetary role of
gold, as is suggested by severd authors, but of building up of the credit system, both a national and
internationd levels, which has rot dispensed with the need of gold performing the functions of measure of
vaue and means of payment. The analyss presented in this paper has atempted to provide an additiond
subsidy to the Marxist debate about the nature, the functions and the forms of existence of money a
present.
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