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Abstract 

Thispaperinvestigatestheworkingoftheclassicalgoldstandardduringtheperiod 

l885-1913・OnthebasisofhistoricaldatafbrBritainandtheU.Ｓ・thepaperpresentsempiri‐

calevidencerefiltingtheeffbctivenessofthepriceadjustmentmechanism、Theresultsalso

showthattheincomeadjustmentmechanismplayedacomplementaryrole,andthattherewas 

nosuchthingasacommonpricelevelunderthegoldstandard、Theoverallconclusionisthat

thegoldstandarddoesnotprovideamagicfbrmulatosolvecurrentintemationalmonetary 

problems． 

1．Ｉｎｔｒｏｄｕｃｔｉｏｎ 

Thegoldstandardisoftenrememberedwithnostalgia，and，onthesurfaceof 

things,justifiablyso・Duringtheperiodextendingrougmybetweenl87Oandthe
outbreakofWoｒｌｄＷａｒＩｉｎｌ９１４,worldtradeandinvestmentflourished，economic 

growthranataremarkablyrapidpace,whileeconomicpolicyconnictsamongcoun-

trieswereextremelyrare・Moreover,thebalanceofpaymentsadjustmentmechanism

seemedtobeworkingsmoothly・ThisiswhyfbllowingWorldWarlandagaininthe

l980s,therewerecallsfiPompoliticiansａｎｄｓｃｈｏｌａｒｓｔｏｒｅｍｒｎｔｏｔｈｅｇｏｌｄstandard・l
Themorerecentcallsarepartlyduetofrustrationcausedbythefailuｒｅｏｆｔｈｅｃｕｒ‐ 

remsystemofHexibleexchangeratestodeliverwhatwehavebeenledtoexpectfrom 
it､２ 

Itisbeyondanydoubtthecasethattheworldeconomyenjoyedprosperityunder 

thegoldstandard,butthecontributionofthissystemtoprosperityhasbeendisputed 

Forexample,GrUbel（1977,ｐ,436)putfbrwardtheviewthatthegoldstandardwas 
a“passiveagent"，facilitatingbutnotmfluencinginanymeaningfUlwayeconomic 

development，ThisviewissupportedbytheObservationthatthefastgrowththatwe 

haｖｅｗｉｔｎｅｓｓｅｄｓｍｃｅＷｏｒｌｄＷａｒｌｌｔｏｏｋｐlaceunderdifferentmonetaryarra､ge-

ments・Chacholiades（1990,ｐ489)putfbrwardanevenstrongerview,arguingthat
thegoldstandardseemedtohaveworkedwellonlybecauseitexistedduringarather 
tranquilperiod,andthatitwasnotreaUyputtothetest，MOrespecificaUy,Chacho-
1iadesidentifiestwomisconceptionsaboutwhathecaUs“tｈｅｍｙｔｈｏｆｔｈｅｇoldenage 
ofthegoldstandard"：（i）thepricespecieflowmechanism（thepriceadjustment 
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mechanismunderasystemofHxedexchangerates)workedsmoothlyandmaintained 
balanceofpaymentsequilibria,ａｎｄ（ii）monetaryauthoritiesfbllowedthe"rulesof 

thegame',,allowinggoldflowstoexertfilllinHuenceonthedomesticmoneysupply 
andpriceleveLThesepropositionshavebeenchallengedbythefindingsofTaussig 
(1927）andBloomfleld（1959)． 

Theobjectiveofthispaperistoexamine,inretrospect,someoftheissuesper-
tainingtotheworkingofthegoldstandard．’、particular，thepaperisconcerned
withthefbllowingissues：（i）thehypothesisofacommonpricelevel,（ii）theroleof 
thepriceadjustmentmechanism,ａｎｄ(iii)theroleoftheincomeadjustmentmecha‐ 
、ism・ApartfromTaussigandBloomfield，theseissueshavebeenexaminedby
Morgenstern（1955)，Ｆｏｒｄ（1962)，Goodhart（1972)，McC1oskeyandZecher 
(1976),andNeuburgerandStokes（1979）However,onlythelastthreeofthese 
studiespresentedrigorousempiricalevidencealbeitnotrelatedtoaUoftheseissues， 
andthiswaspartlyduetodata-relatedproblems・McC1oskeyandZecher,ｆｂｒｅｘａｍ‐
ple,wereunabletoexplorethediscretetimingofthegoldstandardadjustmentbe‐ 
cauｓｅｏｆｔｈｅｕｓｅｏｆａｎｎｕａｌｄａｔａ、Goodhart，swork，ｏｎｔｈｅｏｔｈｅｒｈａｎｄ，didnotdeal
adequatelywiththedynamicsofadjustment・Andwhileacknowledgingthedesirabil‐
ityoftestingvarioushypothesesseparately,NeuburgerandStokescouldnotconduct 
suchtestsbecauseof“thelackofdataorinappropriateperiodisationofavailable 
data,,、Instead,theyexaminedtherelationshipbetweeninterCstratesandgoldHows
ontheassumptionthatthisrelationshipisrelevanttoallotherissues(Neuburgerand 
Stokes,1979,Ｐ261)． 

Thispaperpresentsempiricalevidenceontheseissuesbasedonhistoricaldata 

fbrBritainandtheU,SSincetheroleofinterestrateshasbeenadequatelydealtwith 
byNeuburgerandStokes，ｔｈｉｓｉｓｓｕｅｗｉＵｎｏｔｂｅｄｅａｌｔｗｉｔｈｈｅｒｅ，Wewillinstead 

concentrateonotherissuesthathavebeenneglectedorｎｏtadequatelyorrigorously 
consideredinprwiousstudies・Thepaperisorganisedasfbllows・Westartwitha
briefreviewofthehistoIyandtheoreticalfbundationsofthegoldstandard,thenwe 
presentaninfbrmalexaminationofthedata，Thisisfbllowedbyapresentationofthe 
empiricalresults,ｔｈe、finallybysomeconcludingremarks．

lＬＡＲｅｖｉｅｗｏｆｔｈｅＧｏｌｄＳｔａｎｄａｒｄ 

Theclassicalgoldstandarddidnotencompasstheentireworld・Onlyacoreof
majorcountrieswereactuallyonthesystemandmaintainedfixedexchangerates・
Thercis,however,widespreaddisagreementastotheyearswhichdefinetheperiod 
underwhichthegoldstandardwasinoperationThegoldstandardcametoanend 
abruptly,ahnostovemightasCassel（1936)putit,inAugustl914whenthewamng 
countriesabolishedtheconvertibiUtyoftheircuITenciesintogoldandintoeach 
othenWhilethetimingofitsendisundisputable,theproblemistoidentifytheyear 
whichmarksthebeginningofthegoldstandard・

Britainwentonthegoldstandardmｌ８２１ｗｈｅｎtheBankofEnglandwaslegally 
requiredtoredeemitsnotesandcoinsmgoldandwhentheprohibitionofthemelting 
ofcoinsandexportofgoldwasrepealedlndoingso,BritainfbrmaUymetthecon-
ditionsofbeingonthegoldstandard・Animportanteventcausmgthemoveofother
Countriestowardsthegoldstandardwasthefallinthepriceofgoldrelativetosilver 
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inthel850swhich,accoldingtoGresham，ｓＬａｗ,causedthedisappearanceofsilver 
coinsinseveralcountries・Bythemidl870sFrancehadabandonedbimetaUismin

favourofgold，1,1870,Ｇｅｒｍａｎｙｗａｓｓｔｉｌｌｏｎｔｈｅｓｉｌｖｅｒstandard，butwarrepara‐ 
tions,inthefbrmofgoldpaymentsfromFra､Ｃｅ,enabledhertoadoptthegoldstan-
dardAndin1879,ｔｈｅＵ.Ｓ・returnedtothegoldstandardafterthesuspensionofgold

convertibilityintheCivilWarノ
McKinnon（1993）identifiestheperiodl879-1913astheperiodofthegold 

standardonthegroundsthatinl879thesystembecamegenuinelyintemationaL 

Smce,ｉｎgeneral,thedecadeofthel870switnessedthereturnoftheremainingmaJor 
countriestothegoldstandard,mostobservers-includingB1oomfield（1959）－ 
ｃｏｎｓｉｄｅｒｔｈｅｙｅａｒｌ８８０ｔｏｂｅｔｈｅｂｅｇｉｎｎｉｎｇｏｆｔｈｅ“universalgoldstandardera,’ 
(Grubel,1977)．Buteventhisisnotuniversallyacceptedbecausesomecountries 

(includingRussia,Austria-Hungary,IndiaandJapan)didnotmeettherequlrements 
ofthegoldstandarduntilafterl895，andfbrthisreasonsomeobservellsputthe 
beginningofthegoldstandaｒｄｅｒａａｓｌａｔｅａｓｌ９００ 

Ｔｈｅｇｏｌｄｓｔａｎｄａrｄｉｓｂａｓｅｄｏｎａｓｅｔｏｆｒｕｌｅｓｔｈａｔｂｏｉｌｄｏｗｎｔothreepillars 
(McKinnon,1993)．TheflrstpiUaristheconvertibilityofdomesticcurImcyinto 
goldatafixedprice・Thesecondisthatcentralbanksareobligedtorestorethe
traditionalmintparityinthelongrun,shouldanunfbrseencrisisfbrcea(temporary） 
suspensionofgoldconvertibility・Finally,acommonpricelevel(no、inalanchor)is
endogenouslydetelminedbytheworldwidedemandfbrandsupplyofgold，Thelast 
pointimpliessymmetryinthesystemwhichissometimesdisputedinviewofthe 

distinguishedroleplayedbyBritamノ
Theoretically，ｔｈｅｗｏｒｋｉｎｇｏｆｔｈｅｇｏｌｄｓｔａｎｄａｒｄｉｓｂasedontheassumptions 

madeinclassicaleconomictheory,includingthefbllowing：（i）perfbctcompetition 
(ii)perfbctHexibilityofpricesandWages,（iii）filllemployment,ａｎｄ（iv）moneyis 
heldfbrtransactionpurposesonly，Giventhattheseassumptionsaresatisfied,the 

quantitytheoryofmoneyholdsandconstitutesthebasisofthepriceadjustment 

mechanism,theso-calledpricespecieHowmechanism・Thisadjustmentmechanism

isperceivedtohaveseveraladvantages．Firstistheexpectationthatpricelevels 

acrosscountriesmaydivergeonlyoccasionaUyandtemporarily，implyingtheexis-

tenceofastablelong-mnrelationshipbetweenthepricesofdiffbrentcountries・sSuch
stabilityisconducivetothedevelopmentofmtemationaltradｅａｎｄｔｈｅｆｒｅｅｆｌｏｗｏｆ 

ｃapitaLSecond,thesystemgivesrisetoabeneficialflowofrealresources・Third,the

systemfimctionswithoutanygovemmentintervention・

Thissoundstoogoodtobetme,andthisiswhysomeeconomistshavestrivedto 

exammethevariouspillarsofthesystemTaussig（1927)exammedstatisticsofprice 
andgoldmovementsinthelightofthepredictionsofthepricespecieflowmechanism 

andfbundthatpricesinthemajortradingcountriesmovedmthesamedirection 
ratherthaninadivergentfnshionasrequiredbytheadjustmentmechanism・Healso

fbundthatsmallgol。、owsandrelativepricechangesseemedtorestorepayments

equnibria・Moreover,Bloomfield（1959）demonstratedthatcentralbanksdidnot
fbllowthe"rulesofthegame，，requiredfbrthepriceadjustmentmechanismtowork 
smootmy，Rather,ｔｈｅｙsterilisedpaymentsimbalances,insulatmgthemoneysupply 
fromthebalanceofpayments・McCloskeyandZecher（1976）havealsoshownthat
therelativelymodestgoldflowsthatdidoccurrespondedtoshiftsmthedemandfbr 

moneyrelativetotheavailabilityofnewgoldsupplies・Thesefnndingsgaverisetothe
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ｎｅｅｄｔｏｆｉｎｄｓｏｍｅｏｔｈｅｒｅｃｏｎｏｍｉｃｆｂｒcesthatcontributedtorestoringequilibrium、
ThefirBtofthesefbrcesisfbundinshort-termcapitalmovements・Underthe

goldstandard,short-termcapitalwashighlyintercstelasticbecauseoftheconfidence 

investorshadinthestabilityofexchangeratesandpricelevels・Givenahighinterest
elasticity,asmallriseintheinterestratecausedsufTIcientcapitalinHowstoprevent 
anyfUrtherpriceincreasesandgoldlosses・However,itisarguablethattherewasa
significantasymmetrymthisrespect,andthatthesystemonlyworkedfbrthｅｂｅｎｅｆＩｔ 
ｏｆＢritainastheBankofEnglandmanipulatedthebankrate、Othercountriesre-

sortedtosomedisc正tionarypoliciessuchastheuseofreserves,manipulationofthe
goldpoints,interventioninthefbreignexchangemarketandborrowingfromabroad・
TheroleofinterestratesisdealtwithcomprehensivelybyNeuburgerandStokes 
(1979)． 

Theotherelement,theso-called"missinglink",whichistheincomeadjustment 
mechanism,wasrecognisedafterthepublicationofKeynes，ｃｃ"emmheoryinl936・
Taussig（1927）hadearliersuspectedthatsomeeconomicfbrceswereignoredby 
classicaleconomictheoryIndeed,durmgthegoldstandardpriceflexibilitydecreased 
progressivelyandincomeadjustmenttendedtoassumegreaterimportance.‘ 

TheotherpiUarofthegoldstandard,thatofacommonpricelevel,hasalsobeen 
questioned、Thecommonpricelevel，ｗｈｉｃｈｉｓｄｅｆｍｅｄａｓｗｈａｔｇｏｌｄｗｏｕｌｄｂｕym
termsofothergoodsandservices,issupposedtobeautonomouslydeterminedbythe 
worldwidesupplyanddemandfbrgold、Itistruethatthereisasystematictendency
fbrthecommonpriceleveltobeequilibratedinthelongrun,andthisphenomenon 
wasknowntoclassicaleconomistslikeMill（McKinnon,1993,ｐ・10)．However，
Barro（1979）hasfbrmallyshownthatthecommonpricelevelwouldtendtowards 
completestabilityinthelongrunonlyifthepriceofgoldrelativetoabasketofall 
othercommoditieswasconstant・

IngeneraLthewholeideaofthegoldstandardbeinganautomaticselfL 
equilibratingadjustmentmechanismhasbeenquestionedltisnowmorewidely 
acceptedthatthegoldstandardwasactuallymanaged・Andevenwhatseemedtobe

adherenceｔｏｔｈｅｒｕｌｅｓｂｙｍｅｍｂｅｒｃｏｕｎｔｒｉｅｓｉｓｉnterpretedtobefromthelimited 
perspectiveof“nationalmonetarymanagementlinkedtoacommonexternalstan‐ 

dard”（McKinnon,1993)．Thecontributionofthispaperistoshedsomemorelight 
on,andtosubjecttoempiricaltesting,someofthesecontroversialissues． 

ｌｌＬＡｎｌｎｆｂｒｍａｌＥｘａ]ｍｉｎａｔｉｏｎｏｆｔｈｅＤａｔａ 

DataonfburvariablesfbrBritainaｎｄｔｈｅＵ.Ｓ，wereobtainedfromLiesner 

(1989)．Thesevariablesmcludethecurrentaccountofthebalanceofpayments,Ｂ， 
producerprices,Rconsumerprices,Ｃ,andrealincome,Ｙ・Thenotationthatisused

hereisthatasubscriptbindicatesBritamwhUeasubscript〃mdicatestheU.S,Thus，
ＢｂａｎｄＢ〃respectivelyrepresentthecuITmtaccountsofBritａｍａｎｄｔｈｅＵ.Ｓ､７With

fbwexceptionsthedataperiodextendsbetweenl885andl913,whichfromtheprevi-
ousdiscussioniswellwithinthetimespanofthegoldstandard・ThecomCsponding
quarterlyseneswerederivedbyapplyingacontinuoustimeinterpolationmethod､s 

ThechoiceofBritamandtheU.Ｓ､inthisstudyiswalmntedbyseveralreasons 
apartfromtheavailabilitｙｏｆｇｏｏｄｑｕａｌｉｔｙｄａｔａｏｎｔｈｅｓｅｔｗｏcountries，Ｆｉｒｓｔｏｆａｎ， 
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thechoiceofBritainisimperativegiventhepivotalroleplayedbythiscountryinthe 
goldstandard・ThechoiceoftheUS・isappropriatesinceitwasamajorindustrial

countrywithahighrateofeconomicgrowthandstrongtradinglinkswithBritam， 

ＴｈｅｃｈｏｉｃｅｏｆＢｒｉｔａｉｎａｎｄｔｈｅＵ・Ｓａｓａｃｏｍｂｉｎａｔｉｏｎｉｓｈighlysuitablefbrthisstudy

sinceBritainwasasurpluscountryfbrthewholeperiodunderconsiderationｗｈｉｌｅ 

ｔｈｅＵＳ・wasadeficitcountryfbrmostoftheperiod・ＴｈｉｓｉｓｓｈｏｗｎｉｎＦｉｇｕｒｅｌ
ｗｈｉｃｈｉｌｌｕｓtratesthehighvolatilityoftheU.Ｓ・currentaccountcomparedwiththat

ofBritain、ＩｔｉｓｓｈｏｗｎｔｈａｔｔｈｅＵ・SculTentaccountwentthroughthreephases：

deficitintheperiodl885-1896,surplusinl897-1908anddeficit/surplusinl909-
1913、

Figure2andFigure3respectivelyplotproducerandconsumerpnceswiththe 

baseperiodchangedtol885・Figure2showsthatbothcountriesexperienceddefla-

FigurelTheCurrentAccount 

４１２０ 

189.0 

-34.0 

-257.0 

1８８５ 1８９０ 1895 1900 1905 1９１０１９１３ 

tionuntill897andinflationafterwards，Thisisrougmythesameaswhatisindicated 
byconsumerpncesasshowninFigurc3・However,thereisonenotabledifferencein

thebehaviourofproducerandconsumerpnces・WhilethefbImerdonotseemsticky
(notevendownwards),consumerpricesexhibitsomestickinessasshownbythe 
rclativelylongperiodsduringwhichtheydidnotchange・Thisstickiness（orrather
lackofit）isveryimportantfbrtheworkingofthepricespeciefIowmechanism 
whosefimctioningdependscruciaUyonpriceandwageflexibility・Ｔｈｅotherthing
tonoticeisthatpricesｍｔｈｅｔｗｏｃｏｕｎｔｒｉｅｓｍｏｖｅｄｉｎｔｈｅｓａｍｅdirectionwhnethe 

classicalmodelpredictsthatwhetherpncesmoveinparallelormadivergentfashion 
dependsontherelativepositionofthecuITentaccount、Ｍｏｒｅspecifically,themodel

predictsthatpricesofadefYcitcountryshouldfaUwhilepricesofasurpluscountry 
shouldrise・Thus，weshouldexpectpricesinBritainaｎｄｔｈｅＵ・Stohavebeen

negativelycorrelatedmtheperiodl885-1896andpositivelycolTelatedintheperiod 

l897-1908Tablel,however,ｓｈｏｗsthatirrespectiveoftheperiod,priceswereposi-
tivelycorrelated,ThisresultisnotcompatiblewiththepICdicationofthepriceSpecie 
flowmechanism・ThestrongcoITelationmaybeconsideredasevidencelnsupportof
thehypothesisofacommonpricelevel，However,thisissueneedsamorengorous 

1３５ 
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Figure2PmducerPricesO885＝100） 

121.4 

107.7 

Ｕ､Ｓ、Ｕ､Ｓ、
Brit2in 

14.1 

80.4 

1885 1890 1８９５ 1900 1905 1９１０１９１３ 

Figure3ConsumerPrices（1885＝100） 

110.3 

103.4 

Ｕ､Ｓ、

96.6 Britain Britain 
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TablelPriceLevelCorreImdi⑰Ⅱ 

Period Hypothetical ProdorerPrices Cm2mmerPIices 

1885-1913 

1885-1896 

1897－1908 

1901-1913 

Negative 

Negative 

Positive 

？ 

２
７
４
４
 

８
８
８
２
 

●
●
●
●
 

０
０
０
０
 

0.81 

0.97 

0.74 

0.74 

empiricaltestmgwhichwUlbeconductedlater・

Sincepricesinadeficitcountryshouldfallwhilethoseinasurplus S1ncepncesmadenc1tcountrysnouldtallwhllethoselnasurpluscountry 

shouldrise,positivecolTelationisexpectedtobefbundbetweenthecurrentaccounｔ 
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andpricesmeachcountry・Similarly，negativecorrelationisexpectedtobefbund
betweentheculTentaccountofonecountryandthepricesoftheother・Table2

showsthatthesepredictionsarenotunifbrmlyrealisedWhnethefirstpredictionis 
realisedinthecaseoftheUK.(showingpositivecorrelation),itisnotrealisedinthe 
caseoftheｕｓ.（showingnegativecorrelation)．Consideringcross-countrycorre‐ 
lations,thesecondpredictionisrealisediｎｏｎｅｃａｓｅｏｎｌｙ：thereisnegativecoITelation 
beｔｗｅｅｎｔｈｅＵ・ScurTentaccountandBritain，sproducerpnces・Again，onemust
wamagainstthehazardsofjumpingtoconclusionsonthebasisoftheseresults・

Figurc4showstherealincomeofBritain（GDP）ａｎｄｔｈｅＵ.S､（GNP).Itis 

clearthatthedeficitcountryexperiencedafastergrowthrate,possiblyreHectingthe 
demandfbrimports､ItisdifTiculttoinferanythingontheincomeadjustmentmecha‐ 
nismfiPomthisgraphicalrepresentation、ThisdifTicultymaybeattributedtothe
natureofthismechanismwhichisbasedonfbedbackinteractionwiththebalanceof 

payments：disturbancesthatafYbctthccircuｌａｒＨｏｗｏｆｉｎｃｏｍｅｇｉｖｅｒｉｓｅｔｏｍｃｏｍｅ 
changesthattendtobringaboutpartial（notcomplete）adjustmentinthebalanceof 
payments，Thisinmrnimpliesthepresenceofbidirectionalcausalityand,therefbrc， 
needsrigoroustesting． 

Table２CorrelationBetweenPricesandtheCumPentAcc⑪皿nｔ

PriceLevel CulTentAccount CorTelation 
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ｑ
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ｑ
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一
一
’

Figure4RealGDP/GNP（1885/89＝100） 
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1Ｖ･EmpiricalResults 

lnthissectiontheresultsofempiricaltestmgarepresented・Table3rCportsthe
resultsoftheDickey-Fullerunitroottestofthelevelsandfirstdiffbrencesofthe 

prlceseries，ＴｈｅｒｅｓｕｌｔｓｓｈｏｗｔｈａｔａＵｔｈｅｓｅｒｉｅｓａrenonstationarymlevelsandsta-
tionarymfilBtdifferences,indicatingthattheyareI(1)．Havingfbundthattheseries 
aremtegratedofthesameorder,itispossibletoproceedtotestmgfbrcointegration、
Forthispurpose,threetestsandsevenstatisticsarepresentedTheEngle-Granger 
(1987)test(ＤＥＡＤＦａｎｄＣＲＤＷ),theJohansen（1988)test(MaxandTrace)and 
thePhiUips-Ouliaris（1990）ｔｅｓｔ（亀ａｎｄ島)．Table4reportsthcresultsof
cointegrationtestsbetweenpricelevelｓｉｎＢｒｉｔａｉｎａｎｄｔｈｅＵ.Ｓ､suchthatthecointe‐ 

gratingregressionisnonnalisedoｎｔｈｅＵ.Ｓ､variable・AUofthetestsindicatethat

thenullhypothesisofnocointegrationcannotberCjectedatthe5％signiHcance 

Table３ＵｎｉｔＲｏｏｔＴｅｓｔ 
ｍ 

ｊｚﾉ,＝α+βt十72/`－１＋i辺,Ｍ/,'
Ｖａｒｉａｂｌｅ 

Ｂ 

Ｃｂ 

Ｂ 

Ｃｕ 

ｊＰｌ 

ｊＣｂ 

ｊＢ 

ｊＱ 

ＤＦ 

－０．５９ 

－１．５８ 

－１．５０ 

０．７０ 

－４．９９ 

－４．１４ 

－４．６６ 

－３．８２ 

ＡＤＦ 

－１．５５ 

－２．４５ 

－２．０３ 

－１．２６ 

－５．４１ 

－４．３０ 

－４．９０ 

－４．０４ 

A11variablesaremcasurcdiHDmaturallogarithms・TheDickey-FuUerregrEssion
containsatimct妃､｡､Ｔｈｅ５％criticalwhlueis-3.45.

Table4Cninte欧ationTeSt3

叺＝β0＋β1ｺ目,＋Ｅ，

TestSmti堅tic ProducerPrices 

－１．１１ 

－０．９９ 

０．０４ 

ComEulmeTPrices 

ＤＦ 

ＡＤＦ 

ＣＲＤＷ 

－０．２９ 

－１．２０ 

０．０４ 

Ｍａｘ 

Ｔｒａｃｅ 

6.81 

9.09 

11.84 

13.43 

易
《
Ｚ

－４．８７ 

－ＬＳＤ 

－５．５０ 

－１．３４ 

TheDF,ＡＤＦａｎｄＣＲＤＷｓｔａｔｉｓｔｉｃｓａｒｅｕ８ｃｄｉｎｃonjunctiomwiththcEngle‐ 
GrauDger（1987）test､TheMaxandTmcestatisticsa塵theJohansen（1988）tcst
statistics､ThcZstatisticsaⅡ己thcPhiIlips-Ouliaristeststatistics・Ｔｈｅ５％critical
valuesa正asfbUows:ＤＥＡＤF=-3.39,CRDＷ=0.386,Max=14.90,Tmce
＝17.95,ユー-2148,2`＝-3.27.
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Table5BivariateckHusalityTeSt（工→〃）
堀 Ｉｍ 

ｊｚ/1＝α＋i三!βi`zﾉl-i＋jz｡(｣ヱ,-1+Ｇ１

Causality 
＊
 

Ｆ
価
型
幻
糾
婚
朽
副
皿

８
１
ｎ
Ｕ
句
４
句
△
ｎ
Ｕ
ｎ
Ｕ
ｎ
Ｕ
ｎ
Ｕ

駆
夘
型
“
洞
昭
偲
、

●
●
●
■
●
●
●
●
 

殉
０
０
０
０
０
０
０
０
｜
’
 

１
０
７
５
７
７
１
１
 

３
０
６
３
１
４
１
２
 

耐
ｏ
０
０
０
０
０
０
０

一
一
一

９
２
１
０
９
４
４
３
 

２
０
３
３
５
０
２
１
 

。
●
●
●
●
●
●
●

丙
２
１
２
２
０
０
１
０

５
５
１
５
２
１
８
５
 

３
１
５
１
２
１
０
２
 

〃
０
０
０
０
０
０
０
０

２
９
０
６
６
４
４
６
 

８
０
９
９
１
７
６
３
 

乃
ｏ
Ｌ
２
ｚ
０
０
０
０
ｌ
ｌ
 

且
必
ａ
且
且
圦
凡
功

→
→
→
→
→
→
→
→
 

Ｂ
ｑ
Ｂ
ｑ
Ｂ
ｑ
Ｂ
Ｑ
 

0.63 

2.86＊ 

ｑ３８ 

Ｌ４１ 

必
ａ
ａ
ａ

→
→
→
→
 

飯
班
飯
、

７
８
６
９
 

３
７
１
６
 

０
０
０
０
 

０
１
２
９
 

５
０
８
Ｊ
 

０
１
０
０
 

２
６
１
２
 

３
６
７
４
 

Ｌ
Ｌ
Ｏ
Ｌ
 

２
５
５
３
 

３
フ
０
０

０
０
０
０
 

｜
’
 

－０．５２ 

2.64 

120 

２．５１ 

2.74＊ 

054 

4.17＊ 

２．１４ 

Ｂ
Ｑ
Ｂ
Ｑ
 

→
→
→
→
 

ａ
ｑ
興
功

５
８
２
１
 

１
０
４
３
 

●
●
●
●
 

０
０
１
０
 

２．４６ 

１．３４ 

１．６０ 

－２．３９ 

９
１
３
３
 

５
２
０
５
 

●
●
●
●
 

０
０
０
０
 

’
一

３
５
２
２
 

０
６
２
０
 

●
●
●
●
 

０
０
０
０
 

’
一
’

２
８
９
６
 

８
０
９
９
 

●
●
●
●
 

０
１
２
２
 

｜
’
 

。
，
Ⅲ
。
、
ｏ
Ｄ

Ｂ
Ｂ
Ｂ
Ｂ
 

→
→
→
→
 

▽
妬
▽
“
煙
竝
γ
麺
▽
“
》

２
０
２
７
 

６
２
０
２
 

●
●
●
●
 

０
１
０
ｌ
 

｜
’
 

0.32 

-0.85 

００６ 

０．６６ 

３
１
９
０
 

３
０
７
１
 

●
●
●
●
 

０
０
０
０
 

｜
’
 

－１．９２ 

１７６ 

２．２９ 

－２．６１ 

1.21 

208 

5.80＊ 

1.87 

－２．２１ 

－０．６８ 

－２．６０ 

－２．５８ 

Ｑ
Ｄ
皿

Ｂ
Ｂ
 

→
→
 

釈
液 -0.48 

Ｌ1０ 

-0.39 

０．６８ 

-0.33 

０．０９ 

０．０８ 

－０．９９ 

0.15 

0.60 

０．３５ 

－１．２４ 

3.85＊ 

0.22 

7.45＊ 

2.19 

児
昭
昭
児

→
→
→
→
 

６
籾
６
町

Ｂ
Ｂ
Ｂ
Ｂ
 

0.75 

0.17 

102 

1.01 

８
３
１
８
 

５
３
４
３
 

●
●
●
●
 

０
０
０
０
 

一
一

１．８１ 

－１．００ 

２．８７ 

－０．２９ 

－２．２１ 

－０６７ 

－２．５８ 

－２．６０ 

2.08 

0.02 

3.13 

1.94 

*SigniIicantatthe5％level・ＨａＣＲａｎｄＹＲａｒｅｒ℃spcctivelytheratiosofproducerprices，
consumerprlccsandrcalincomes・Thetstatisticsa配giveMbrtheindividualcoeffHcicnts
７b,．…，両。

leveLThisresult,whichisvalidfbrproducerasweUasconsumerpnces,meansthat 

pricesinBritamandtheU.Ｓ・werenotlinkedbyalong-runrelationshipandthatthey
driftedwithoutboundfromeachother・Ｉｎｔｈｉｓｃａｓｅ，theclosecolTelationbetween

priｃｅｌｅｖｅｌｓａｓｓｈｏｗｎｂｙＦｉｇｕｒｅ２,Ｆｉｇｕｒｅ３ａｎｄＴａｂｌｅｌmaybeinterpretedasspumous 

corrdation，Thus,thehypothesisofacommonpricelevelunderthegoldstandardis 

rejected 
Table5rCportstheresultsofbivariatecausalitytesting、A11owancefbrcontem‐

poraneouscausalityismadeinthemodelspecificationbecauseboththepriceandthe 
lncomeadjustmentmechanismsrequirebidirectionalcausality.，Thefirstsetofre-
sultsmdicateslittleevidenceofcausalityfrompricestothecunPentaccount(theprice 
adjustmentmechanism)．OnlyonecaseshowscausalityrunningfromUS・Consumer
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Table6MultivariateCausalityTest 
［(工１，r2,.…ｚ&)→z/］

腕 化｝〃

｣"!＝α＋j辺,βｉｊｚ/'一『＋j辺,j二・乃`rj化j+ど’

「１

Ｌ」

３A 

[刀１コ

ﾛ尺．ＹＲ）→日 Ⅲ！ 

？．ＹＲ）→Ｂ 

ｑＲ－ｙＲ）→月

２．ｙＲ）→臼

＊Significantatthc5％leveL 

pricestothecurrentaccount・Ｔｈｅｓｅcondsetofresultsshowsthatthereisevidence

fbrcausalityrunningfromtheproducerpnceratiototheU.Ｓ・currentaccountinone

caseonly，Thethirdsetofresultsshowssomeevidencefbrcausalityfromthecurrent 
accounttoproducerpricesinbothcountries・Crosscountrycausalitytestingpro‐
ducedsomeevidencefbrcausalityrunningfromU.Ｓ・ｉｎｃｏｍｅｔｏＢｒｉｔａｍ，scurrent
account,possiblyreflectingU・SdemandfbrBritishexports，Thelastsetofresults
showsthatcausalityranfromBritain，scurrentaccounttoincomeinbothcountries・

Theseresultsingeneralshowhighlyfragmentedevidencefbrtheworkingoftheprice 
andincomeadjustmentmechanisms・Theyalsoshowasymmetryasreflectedinthe
difTbrencebetweentheresultsrelatedtoBritainandtheUS、

Thepossibilitythatneedstobeexammedhereisthatwhilethepriceandincome 
adjustmentmecha､ismsarenotinfluentialmdividually,theymightbesojointly・To
testthishypothesisthetechniqueofmultivariatecausalitytestingisused（seefbr 
example,Hamilton,1983)．Inthiscasewetestwhetherornotpricesandincomes 
jointlycausethecurrentaccount・Theresultsofthistest,whicharereportedinTable
6,showthatUS.(producerandconsumer)pricesandincomejointlycausetheUS、
currentaccount・ForBritainthereissomeevidencethａｔｗｈｅｎｔｈｅｔｗｏｐｒｉｃｅｌｅｖｅｌｓ
andtwoincomevariablesareputtogether，theycausethecurrentaccount・These

resultsarestrongerthanthosepresentedinTable5,andtheysupportthehypothesis 
thatadjustmentinthebalanceofpaymentstakesplaceviapriceandincomechanges， 
andnotviathefblmeronlyaspredictedbyclassicaleconomictheory． 

Ｖ･Conclnn罰ｏｎ

Theempiricalevidencepresentedmthisstudysuggeststhefbllowingcon-
clusions・FiI君t,thepriceadjustmentmechanism（thepricespecieflowmechanism）
ｏｎｉｔｓｏｗｎｗａｓｍａｄｅｑｕａｔｅｔｏｍａｍｔａｉｎｐaymentsequilibriaunderthegoldstandard： 
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theroleoftheincomeadjustmentmechamsmwascomplementary・Thisfinding
shouldnotbeinterpretedtoimplythattheroleofinterestratesandotherfactorswas 

unimportant・Second,therewasnosuchthingasacommonpricelevelunderthegold

standardaspricelevelsinBritainandtheU・Ｓｗｅｒｅｆｂｕｎｄnottobecointegrated，
Finally,therewasconspicuousasymmetryinthesystemreflectmgtheimportantrole 
playedbyBritainunderthegoldstandard・Oneconclusionthatcanbederivedfrom

theresultsandsafelystatedisthatthegoldstandarddoesnotprovideamagical 
fbrmulatosolvetheworld,Sｃurrentmonetaryandeconomicproblems，particularly 

inperiodsofextremeintranquilities，Afterall,themiracleofthegoldstandardwas 
amyth． 

Notes 

Aninterestingaccountofthegoldstandardrestorationdebateofthel920sispresented 
byBarkai（1993)． 

Inthel980sacombinationoffnctorsattractedrenewedinterestinthegoldstandardln 
additiontothegeneraldissatisfactionwithexchangeratevolatility，otherfactorsin-
cludegreateracceptanceofthemonetaristtheoriesofinHation,“back-to-basics”politi-
calattitudesthatsupportedthedisciplineimposedbymarketfbrces,andtheelectionof 

PresidentReagaｎｗｈｏｓｕｐｐｏｒｔｅｄｔｈｅｒｅｔｕｍｔｏｔｈｅｇｏｌｄstandardlnl981，theReagan 
administrationappointedtheGoldCommissiontoevaIuatetheoptionofreturningto 
gold 

Strictlyspeaking,ｔｈｅＵ・ＳｗａｓｎｏｔｏｎｔｈｅｇｏｌｄｓｔａｎｄａｒｄｂｅｆｂｒｅｔｈｅＣｉｖilWar・The

adoptedsystemwasabimetallicstandard，butwithgoldbeingundewaluedtheU.Ｓ・
wasde/izaoongold 

Grubel（1977,ｐ433）emphasisesthisrolebystatingthatBritain“dominatedworld 
tradeandfinanceasnoothercountryhassince"、ASymmetryisalsonotablewith

respecttotheinterestrateelasticityofprivatecapitalflows（NeuburgerandStokes， 
1979)． 

Inthejargonofmodemeconometrics,pricelevelsofindividualcountriesshouldbe 
cointegrated・

Anotherfactoristhenationalsupplyofcreditmoney・Thisfactor,accordingtoGrubel，
(1977,ｐ431）lessenedtheone-to-onelinkbetweenchangesinthegoldstockandthe 
moneysupply 

Theexactdefinitionsofthevariablesareasfbllows・BbisBritain,scurrentaccountin
millionpounds;Ｂ幽istheUS・currentaccountinmilliondollars;BisBritain，spro-
ducerprices（1980＝100,theindexcoversmaterialsandfilelpurchasedbymanufactur‐ 
ingindustryandoutputofmanufacturedproducts)；ＥｉｓＵ.Ｓ・producerpnces
(1980＝100,theindexcoversallcommodities)；CbisBritain,sconsumerpnces 
(1980＝100,theindexcoversallitems)；ＣｕｉｓＵＳ､consumerprices（1180＝100,the 
indexcoversallitems)；YBisBritain，sgrossdomesticproductatmarketpricesinbillion 
poundsatl985prices;and】GisUS・grossnationalproductatmarketpricesinbillion
dollarsatl982prices・

See,fbrexample,GoldsteinandKhan（1976)． 

Ｆｏｒexample,anautonomouschangethatcausesadeHcitinthebalanceofpayments 
willrcsultingoldoutHowandconsequentlymonetaIycontractionanddeflationwhich 
willberefIectedonthebalanceofpayments・Similarly，anautonomousincrCasein

exportswUlhaveanexpansionaryeffbctonthｅｄｏｍｅsticecOnomy，leadingtoanln-
creaseinimportsandthatwillbereflectedonthebalanceofpayments・ThuS,thereis
bidirectionalcausalitybetweenthebalanceofpaymentsonthｅｏｎｅｈａｎｄａｎｄｐｒｉｃｃｓａｎｄ 

２ 

３ 

４ 

５ 

６ 

７ 

８
９
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incomeontheother・Ｉｎａｎｙｃａｓｅ,trialwithamode1speciflcationthatdoesnotallow
fbrcontemporaneouscausalitydidnotproducequalitativelydifferentresults． 
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