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This paper argues that the step into a world currency is not as distant in time or technicality as one might think. The real question is not whether a world currency is in the offing, but what form it will take – whether, that is, it will be predicated on political or economic considerations. The argument advanced here suggests that a political world currency inevitably entails a single monolithic political construct, akin on the world scale to the expectation (of some at least) that the euro will lead to a single European state. This outcome is implicit in the national economic assumptions of today’s financial system. 

An economic world currency, on the other hand, requires no agglomeration of polities, and can exist, in articulated form, as a severalty of currencies subject to a harmonised monetary approach, the essential nature of which is already implicit in the logic of accounting. The ‘problem’ with an economic world currency is that we need to revisit and modify many of the assumptions used to date as well as the policies and arrangements that derive from them – especially, for example, as concerns exchange rate regimes and seignorage. 

The paper concludes by outlining inter-country net worth transfers as a way of accomplishing in a more conscious way what has previously been achieved through the gold standard or pegged exchange rate systems.

Introduction

This paper considers the prospects for the creation of a global currency.
 But not a currency based on fiat, such as most national currencies are, or power, such as the US dollar (USD) could be described, but one grounded in economic relationships that are freely obtaining and freely maintained. This is a search for a reference point we all have in common, just as, in free banking terms, for example, the medium of exchange should result from the converging interests of free economic agents and not from fiat or manipulation.

The paper does not argue for free banking, however. Nor is it an argument for a single currency in the sense that implies (or would lead to) a single global polity. Its focus is the creation of a one-world currency based on economic realities rather than government fiat - or at least one in which government fiat would take its cue from economic realities. It does not envisage a world central bank in the sense of an agent of government, although there could well be a world monetary institution.
 The role of this institution would be to coordinate and report from the global point of view, but not to act instrumentally; to identify rather than beget the conditions that would lead to fresh equilibrium.

In this sense, the concept of a one-world currency is about finding a common and shared logic, one level up, so to speak, from national denominations. This does not require the disappearance of national currencies into a single denomination, so much as their speaking the same language, acting as parts of an articulated, rather than monolithic, world currency.

There are many aspects of modern economic life that would be addressed by a single, but articulated global currency. These include hegemonic behaviour by the USA (or anyone else), competitive behaviour between national currencies, impermanence and distortions consequent on the foreign exchange market (itself based on a severalty of currencies), and arbitrary, false, or political exchange rates. Insofar as instability in the financial markets also results from betting on so much potential for discrepancies, this, too, would be addressed.

The idea of a universal currency may be thought to be a utopian prospect. In the view of Mundell (1997), for example, it is not possible or at least not practicable to go beyond the condition in which the world’s economy is subject to a hegemon, the n-1 country – that is, the one country out of a total of n that prevails over all others and whose national money also serves as an international reserve currency. In the perspective of this paper, however, although such a currency may achieve wide usage, it is at best a quasi- or proto-world currency because its basis is often linked to the more-or-less imposed hegemonic power of one country among many rather than mutually derived universal acceptance. For example, does the status of the USD as a global reserve currency really derive simply from the fact that the US is the world’s strongest economy? Given the USA’s increasing dependence on foreign goods and foreign capital, this is something of an increasingly fanciful or at least anachronistic notion. If it were really so, the value of the USD would not need to be militarily supported, as now seems to be the case. The question is, therefore, wherein lies the difference? What is needed for all peoples of the world to be able to ‘own’ a single world currency? Above all, what would mark transition to it?

n-1

As already alluded to, at our current stage of evolution, conventional wisdom in this area turns on the n-1 concept. This concept can be regarded on two levels, mathematically and geopolitically - an important distinction that is evident in any standard treatment of the subject. Using the illustration below, Claasen (1996, p.2), for example, states, “In a world economy with n currencies, there are (n-1) independent exchange rates to be determined. The total number of exchange rates is… n(n-1). When the (n-1) independent exchange rates are known, the values for all other (cross) rates can be derived. [If] we assume a world of three currencies, namely the US dollar, the French franc and the German mark… [there] are two independent exchange rates, that is, the FF/DM and the DM/$ rates. Consequently, the dependent (cross) rate, FF/$, is derived from (FF/DM)(DM/$).”
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While the concept is mathematically clear and ineluctable, the geopolitical aspect is not. Given any three currencies, it is mathematically irrelevant which one is the reference or hegemon. Indeed, mathematically it perhaps behoves us to do the rounds, taking the point of view of each currency in turn. In other words, the mathematical aspect is politically neutral. The geopolitical problem, therefore, begins when, instead of doing this, one identifies with one’s national currency, for reasons that are by no means mathematical, and then, on equally non-mathematical grounds, goes on to seek or believe in hegemonic status for that currency. If the mathematical logic were to be matched geopolitically, therefore, we would need to conceive some kind of partnership between all players, with none of them being the kingpin. But for this, the hegemon would need to be something higher than and without the idiosyncrasies of a nation – a point to which we will return.

The fact (but not the reason for it) that geopolitical considerations tend to displace the logic of maths can be readily illustrated. As Mundell observes, “Historically, whenever there has been a superpower in the world, the currency of the superpower plays a central role in the international monetary system… The superpower typically has a veto … and because it benefits from the international use of its currency, its interest is usually in vetoing any kind of global collaboration that would replace its own currency with an independent international currency.” He goes on to describe how, as the latest in a long line of superpowers, the US has consistently refused to give up its hegemony in favour of any kind of international monetary reform, whether ‘back’ to gold or ‘forward’ to Keynes’s bancor, its own unitas, or the SDR of the International Monetary Fund.

The tenacity of the US should not be underestimated, of course. Long after the demise of the Bretton Woods fixed exchange rate arrangements, the dollar continues to ‘enjoy’ dominance – even if now, as then, the hegemony is difficult to sustain. As Llewellyn (1990, pp.223-4) notes in his description of the end of Bretton Woods, “the key problem of the n-1 approach to international monetary arrangements [is that it] requires for its stability the acceptance of the effective hegemony of the n-1 country and its policies.”

Global Partnership

The reason why a superpower is jealous of its currency hegemony is often simple enough: it maximises seignorage, the income to the issuer of a currency against which there is negligible expense.
 Mundell estimates that 85% of US dollars in circulation circulate outside North America, for which reason “there is little scope for international monetary reform without the intimate involvement of the United States.” Historically speaking, however, the ambition, pride or habit of even a superpower can be left high and dry. The question then becomes not what the superpower wants or imagines, but whether it is buoyed on a tide of acceptance by those around it and whether its image of itself comports with theirs.
 In short, can we manage the world’s currency as conscious adult partners, or do we have to do this by power and counter power?

The question of a universal currency is thus: What follows on from the hegemony of the US and its dollar? Normally, three main scenarios can be envisaged – a militarised dollar, the yuan, or a three-way power share between the dollar, the yuan and the euro, the latter scenario leading eventually, presumably, to a single world currency.
 

It could be argued that a militarised dollar is what we see happening now, with the US forced to defend its hegemony by military means (witness Iraq), pursuing a policy of ‘regime change’ (to end the ‘axis of evil’), paying to ‘incent allies’ (as with Turkey), and so on. Even so, under the current paradigm, the yuan could replace the dollar, perhaps by as early as 2010. There is also, of course, the prospect of ‘power sharing’ with the euro, something that is already taking place insofar as the central banks of the USA, China and the eurozone carry one another’s currencies as reserves.

None of these scenarios is of interest here, however, because all entail more of the same – more, that is, of hegemonic behaviour in a global economy. The interest of this paper is in a partnered global economy wherein all countries coalesce their national perspectives into a global one. That is, each has seen the others’ point of view and each has seen itself as the world sees it. This idea is not only about the many peoples of the world finding a common reference point. In today’s conditions, it also necessarily includes the need for a rapprochement between western finance and Islamic principles. This implies a new next step: a universal currency that no one country, or even several collectively, can ‘privatise’, and where seignorage is shared - and not necessarily pro rata! 

But if a universal currency is not to be predicated on one’s national preference or the world’s most powerful nation; if it is to be something we can all ‘own’, it needs to be based on the associating of former rivals.
 Surely, the logic of history is pointing to this? Indeed, it could even be said to be a nascent or at least implied condition today, a developing reality that also underpins the idea of resolving many currencies into one in whatever form this takes.

From Gold to a Moving Point

There has, of course, been a universal currency before – gold – and it still operates as a unit of account at the Bank of International Settlements, for example. It can also be used as the basis of a virtual currency, such as James Turk’s Goldmoney®, where deposited physical gold is used as the backing to a digitally circulating currency.
 Indeed, for most people, as even Alan Greenspan has averred, ‘Gold still represents the ultimate form of payment in the world.’
 And this, presumably, for the reasons he gave in the mid 1960s.
 

The attraction of gold, of course, is that it offers inherent cover. The World Gold Council, for example, defines 1 troy ounce of gold as 480 grains.
 Anciently, these were middle-ear grains of wheat, so that gold itself can be described as a kind of gold-wheat standard.
 However, gold is out of fashion as a monetary standard and is in any event suspect nowadays because the quantity available is either unreliable, in the sense that one can become hostage to the vagaries of discovery, or because gold can be arbitrarily withheld from or released into the market, especially by central banks - circumstances that compromise gold’s objective stability, which depends on its aloofness from all around it.
The assumption in this discussion, therefore, is that somewhere, somehow there is in the world an objective reference – an immutable point that, with apologies to Shakespeare, does not alter as it alteration finds, but is an ever fixèd mark. Traditionally, gold is thought to represent this point. In modern technical terms, of course, one speaks of price stability - the absence of or midway point between inflation and deflation, at which sufficient money, qua medium of exchange, is always available to acquire the goods and services on offer.

Yet this view itself assumes that money is or can become something other than proxy for available goods and services. This presents us with a problem that is as much epistemological as economic. If we think money is a thing in itself, just another commodity or asset, we will forever be trying to ensure its value matches that of available goods and services, yet forever confounded by the fact that, by definition, money qua commodity seeks to be aloof from all other commodities. In the monetary domain, money seeks sovereignty not democracy. Conversely, if money is not seen as a thing unto itself - still less as a good in its own right – but only as a proxy, then the problem disappears. For money qua means of exchange can indeed then be nothing other than the representative of goods and services - as, indeed, the term suggests. 

At this juncture, however, the notion of fixed-point stability also vanishes. In its place, as Keynes long ago observed, the reference becomes a moving point.
 When money appears distinct from the things it represents, there are two ways any discrepancy between them can be overcome. One is to take money as fixed land and to require economic circumstances to conform to what may in fact be economically arbitrary and, for that reason, even unachievable.
 The other is to adjust the factors that underlie price relations - the number of things produced, the number of people working on them, the resources consumed, and so on - and to let money follow the revised profile.

In today’s standard conception, wherein money appears distinct from goods and services, it is pointless to argue which is the more important – monetary or ‘real’ events. When gold no longer acts as an external ‘objective’ anchor we have to recognise mutually and forever afresh what previously was a given – a given, moreover, that was deemed immutable.

Money and the things it represents have to be reunited; their connection has to be renewed. At that point, however, the chances are that the restored connection will not just be a continuation or replica of the old. It may well have undergone an inherent change in between times. In an ancient Irish story, the King of Ireland’s Son is required to kill his would-be bride and then put her back together again, a test that was a metaphor for achieving heightened consciousness. He accidentally broke one of her fingers but was able thereby to identify his future bride.
 Just so, the next monetary standard may well indicate that the world, seemingly so familiar, has a fundamentally new orientation – one that is future-sensing rather than past-extending. It may not at all be a question of returning to the supposedly automatic workings of the gold standard, for example, but of discovering something we can all ‘own’ - an element, seemingly notional at first, that gold at best approximates or alludes to. Some sovereign ‘thing’ that no one nation or group of nations can possess exclusively.

One says “notional at first”, because this idea appears as just that – an idea – and might not, therefore, be given too much credence. In the back of our minds, we often think ideas as such are not meaningful and have no existence in themselves. What counts is the use we make of them. And yet the monetary field is based on little else than ideas. Fiat currency, for example, is based on an idea, as is an exchange rate – an idea of what would be in the national interest. Even a market rate is an idea, that is to say, a perception of what the rate is. Finally, gold’s 1:480 ratio is also an idea, albeit one charged with the particular property that it has the aura of certainty, of an immutable relationship above and beyond the vagaries of manipulative human beings, whether they be kings, bankers or citizens. The question is whether our ideas are imagined or represent something real, for it is on the latter that the world’s financial system needs to be founded.

One-World Economy

In economics, this represents a special challenge. Who, for example, has ever seen, tasted, or touched a price or inflation? In a world that is so ephemeral, ideas assume crucial importance because they are all we have to go by. Whether our ideas are real or imaginary is not a matter of indifference, therefore, because we will then use them as the basis for our behaviour. Where, for example, would we be without the ideas of ‘stability’ and ‘equilibrium’? Moreover, these ideas are also ideals, things to strive for. So central a theory as that of central bank independence, for example, rests entirely on the pursuit of equilibrium by way of price stability, ideas that advocates of central bank independence also regard as ideals. Ideals, indeed, which they place at the very centre of modern socio-economic existence.

What is more, price stability presupposes the ideal of stability as such, acceptance of which leads one to ask: What kinds of human behaviour comport with stability, and, given the distinction we make between money and real things, with which aspect of our behaviour do we begin – the monetary or the ‘real’? Perhaps the answer is both; namely, the way we behave should avoid any discrepancy between them. But when thinking this way, in what world do we find ourselves? Conversely, is there a ‘place’ we can go to that leads us to think in this way, a place in which such thoughts make sense?

The obvious answer is to give up any concept of economics based on nationality and to adopt instead concepts based on a single global economy, this being the only place we can go to once nations cease to figure.
 But what currency belongs to that world? And how do we get from here to there? 

In the case of reserve currencies, a start could be made by sharing seignorage. Linked to this, however, is the need to find a universally agreed basis for the currency – a universal unit of account that functions as a higher-order hegemon, something we are all happy to take our lead from. Without this, we will not be able to achieve reciprocal evaluations. In the process, therefore, the basis of exchange rates will also need to be reviewed. Fixed rates imply a static hub or reference; but without a gold standard, a gold exchange standard, or a gold surrogate standard (such as the SDR), this is not possible. Prior to gold, of course, there was a cereal standard
 – but that was malleable, as is a basket of goods.
 Malleability, however, is only an issue in connection with a fixed reference point. To overcome this problem, therefore, we need to view the hub or reference point not as something static, but as a moment of mutual, reciprocal interest. This should not be a problem unless today’s need for flexibility in operation is one we cannot match with an equal flexibility in the way we think and conduct ourselves.

Beyond Hegemony

To experience this moment of mutual reciprocity, the epistemological problem discussed earlier has also to become an economic (and by extension geopolitical) one. To transcend our expectation of a static, external standard, all nations have to become equals in the currency domain. There can be no country-based hegemon - no nation aloof, as the US today could be described; not even a ‘first among equals’, as the British once saw themselves.

This does not mean, however, that our several currencies need to be standardised or centralised. On the contrary, our differing economic circumstances need to shine through and not be lost in uniformity. It is precisely here that we face the real test of a truly global economy – whether, in other words, it is based on mutuality rather than hegemony. Do we each seek to beggar our neighbours in a quest for supremacy, or do we each look out for the others’ interests as well as our own? In accounting terms, the liability of one entity within the whole is the asset of the rest and its sales are the expenses of the others. Just so, one nation’s liability is the rest of the world’s asset, and one nation’s ability to sell (export) is the rest of the world’s ability to buy (import).
 Since the concern of every seller is to find a buyer, it follows that in a truly global economy economic health cannot be achieved by beggaring one’s neighbours, but only by helping to ensure their well-being.

In this connection, it is as if the earlier-noted tautological ratio of gold to grains (1:480) points to a higher order of things. Is there, then, a virtual phenomenon that is equivalent to the ‘objective’ stability implied by this ratio, from which, indeed, gold’s own allusion of stability derives? The saying goes: “As good as gold.” But perhaps the question we should be asking is: What is it that gold is as good as? 

As likely as not, the answer to this question will be found in the doing. We will solve the epistemological problem by the way we conceive and organise money in a truly global economy. Returning to Claasen, instead of depicting the three currencies as three points of a triangle (left sketch) or as determined from gold via a primary currency (centre), perhaps we should see them as three points on a circle that together reciprocally determine their ‘numeraire’:


Seignorage and Exchange Rate Reform

The sharing of seignorage will be a crucial element in this process. The more so if it is not effected pro rata of money issue, which would reinforce economic differences, but by treating seignorage as a fund for global equilibrium, a means to balance out differently endowed economic agents.
 Linked to this is the question of exchange rates. If exchange rates are not set in competitive mode with the aim only of ensuring one’s own survival regardless of the rest, they need to be set associatively
 in order mutually to ensure everyone’s existence. 

Neither of these areas is in any way technically insuperable. Indeed, there is a constant ‘undercurrent’ in international monetary affairs that takes the form of what one could call cooperation-despite-oneself. In the 1980s and 1990s, for example, despite heightened autarchy, the competing countries all saw a common interest in using the USD as a quasi world money, at least in unit of account terms. Much of this has been comprehensively charted by Mundell (1995, p.453-478), key aspects of whose discussion are relevant here: the need for a universal unit of account, the need for an international reserve currency (to keep pace with growth in income and trade) such as the ‘coordinated dollar’ of the 1985 Plaza Agreement, and the need to avoid asymmetry between the parties, meaning disproportionate power on the part of small countries, abuse of their position by larger ones. Interesting, too, is Mundell’s reference to the discussions that began in the mid 1980s to create a ‘judgement index’ to facilitate the burden of exchange rate adjustments. 

There can be little doubt that exchange rate reform is technically possible, therefore. Moreover, when asking how do countries choose their exchange rate policy, Mundell observes: “It is first necessary to consider the state of the world.”
 Predictably, the hindrances to such an other-centred approach are essentially political on the one hand – national pride, unsympathetic public opinion, etc. – and pecuniary on the other, especially an unwillingness to share seignorage. 

It is not difficult, however, to argue that such stasis is misplaced; indeed, it is against one’s self-interest. If the state of the world is a first consideration, it is myopic and illusory to beggar that world. Modern economic realities call on everyone to lift their eyes to a higher horizon in order to bring about the conditions necessary to both a truly global unit of account and a true world reserve currency. Moreover, by definition both should be off-limits to manipulation by interests lesser than the whole and neither should be mutable by any of the transactions for which they provide a common denominator. What makes for a world unit of account is the need for it and everything connected to it (information, institutional structure, etc.) to be ‘above the fray of self-seeking’.
  

A Question of Will

When a country allows 1:480 to govern its circumstances, for example, it does so by enacting a currency law. The ratio itself, however universal, is not determinative. It becomes determinative via the agency of human beings, who choose to base the value of their currency on economic reality instead of distorting its value by clipping coins, weighting scales, printing money, etc. 
Fundamentally, the problems we face have little to do with such things as the complexity of international monetary policy; it is a straightforward question of human will. Indeed, the complexity can in the end derive from a refusal to do the obvious. The issue is simply: Do we want to own or share the world? 

If we choose the second, what will that require of us? First, obviously, adoption of the relevant concepts. Then, the devising of policies that give effect to these ideas. Finally, adoption of the policies in practical life. Key among such policies would be the approach one takes to exchange rates, which for Keynes amounts to “a method for regulating the supply of currency and credit with a view to maintaining, so far as possible, the stability of the internal price level, and … for regulating the supply of foreign exchange so as to avoid purely temporary fluctuations … not due to a lasting disturbance in the relation between the internal and external price level.”

In terms of this paper, this approach to exchange rate policy is what would lead to the conception of a new hegemon – namely, a policy pursued by all parties to the global economy regardless of their economic weights. In order to let go of gold in any real sense, every country would need to pursue price stability and floating exchange rates would need to become universal.
 Such universal price stability presupposes that the exchange rate of a currency would be allowed to find its ‘true’ level - to all intents and purposes, its external or, better put, world rate, or its rate in reciprocation with all other currencies.

In this image, if every country were to pursue price stability internally, external parities would tend to stability even though technically all currencies were floating. To open a country up to the rest of the world by way of floating its exchange rate is not detrimental if in the rest of the world a universally consistent, though not externally enforced or arbitrarily harmonised, monetary policy is operating.

Net Worth Transfers

In such a regime, a further step can be envisaged. Under the concepts of national economics, it may be necessary from time to time to revalue a currency in order to adjust to ‘naturally’ occurring imbalances (as distinct from manipulations). When, believing itself to be economically separate, a country has a problem with the value of its currency compared to the rest of the world, it simply revalues the currency (up or down) in order to export the problem or import a solution. One can do this in a ‘gentlemanly’ fashion through pegged exchange rates, or ‘in desperando’ as Argentina had to in 2002. Whichever way, the aim is to beggar one’s neighbours (that is, the rest of the world); never to enrich them. For such a concept really to work, however, there needs to be true economic separateness, meaning complete lack of interdependence, something that is technically impossible today. We can try to lord it over one another, but a global economy calls on all economic actors – individuals, corporations,
 and governments – to agree mutually on a new universal sovereign – something that enables us to see that the first thing in the national interest is a mutually-operated world economy. Something that enables one to ask how can my country profit by playing its part in the global economy, instead of simply pursuing its own survival by grabbing as much of the world’s economy as it can.

The new sovereign would need to be neutral, that is to say, true regardless of one’s specific interest. Something we can all ‘own’. If we could but accept that this is precisely the characteristic of the earlier-described new hegemon – universal price stability and universal floating exchange rates – then competitive revaluations (revaluations only seen from one side) would give way to associative revaluations (revaluations seen from both sides). What would this mean, however, other than transfers to/from the net worth or own capital accounts of the parties concerned? Rather than one country taking the net worth of another by way of a unilateral revaluation, it would be given this money by the other in order jointly to effect a redistribution that was in both their interests. 

If we are to make such a change, however, we will need to see both sides of the transaction in order to be sure that the effect is practicable and beneficial to both parties. In a word, we will need to compare balance sheets, seeing them, moreover, not as the balance sheets of independent entities, but of departments of a single world economy. Transfers as between countries should be no more than as between departments; not undertaken at the benefit or loss of one party but in order to engender equilibrium and stability for both parties and therefore for the larger economy as a whole.

Conceptual Reform

This happens today, of course, in a distorted, politicised, and small-scale sense with such things as foreign ‘aid’. From a technical point of view we know how to do it and it is hardly financial rocket science. The challenge is not technical, therefore, but whether we can shift our motivation from what one might call narrow to enlarged egoism, from a sense of ourselves alone in the world, to a sense of the economy as a whole and our place within it.

For this, the main change will need to arise not out of political reform or moral edict, but out of conceptual reform in the field of economics. Out of seeing that in a world economy the national interest (as well as private and any kind of partial interest) is best served not by competing with the rest of the world, but by having one’s economic identity recognised and respected by the rest of the world - a heightened form of comparative advantage, if you will.

To revalue one’s currency is to add or deduct value. That is, to receive or give away value. The earlier reference to net worth transfers was made because this is known terminology in the world of finance. But also because therein lies an important clue. If every entity, including a country, were to keep its books properly, revaluation could be effected by way of such means. Whether these were between different currencies would be of secondary consideration, since the exchange rate risk implied by different currencies only arises in the event of a loan, but a net worth transfer is a one-way transaction.

In net worth transfers, as indeed in accounting generally, we already have a technique - and a universal one at that - for effecting revaluations. Very importantly, this technique operates independently of the status of the currency involved. Rather than creating a single fiat world currency, for example, we could link otherwise ‘separate’ currencies (and their respective polities) by way of net worth transfers between them.

In any event, the creation of a world fiat currency entails two problems. The first is ‘ethical’. Would it, like the euro, be intended as a part of a single global polity and only initially stateless? Indeed should we be going in that direction at all? Is it in fact necessary from a strictly economic point of view? Secondly, a practical question: If there were only one currency in the world, and especially if this were fiat, would we not be faced somewhat rudely by the question of how its value stood in relation to economic reality? With no other currency to play off against, any discrepancy would be difficult to sustain. All transactions would need to be in line with economic fundamentals.

Current efforts to universalise or harmonise accounting techniques are thus an important part of this picture. If we all come to speak the same accounting language we will arrive at a common place. From this place, the fact that pre-euro France called its money the franc and the US calls its money the dollar would be no different to the fact that in French one uses the word benefice to refer to what in English is called profit. In other words, national identities need not be lost in a global economy. The way people make money will always be various, but that they make money is something they have in common. A world currency does not mean only one way of doing business.

Finally, the concept of net worth transfers has within it a further dimension. When seen in accounting terms, a net worth transfer is a reduction in the ‘own capital’ of the giver and an increase in the ‘own capital’ of the recipient. Importantly, however, although in order to give money away the giver has to liquidate an asset, the recipient does not have to acquire an asset with the new money he receives. He could apply it to his income and expenditure account, using it as income instead. At a country level, as at a business level, this is a vital economic difference, since the disequilibrium that one seeks to remedy by net worth transfers may need to be addressed by income rather than capital, or vice versa.

In short, conscious net worth transfers could do what the gold standard used to do – stabilise both internal and external economic relations, by enabling us to identify and give effect to the next equilibrium point. It can also be said here, but not elaborated for reason of space limitations, that by effecting inter-country relations in this way, intra-country relations will also be affected.
 In other words, the logic of a one-world currency can become that of a national economy also. The increasingly anachronistic difference between domestic and foreign would then evaporate. National economies would have grown into global reality, without this being experienced as an imposition in any way.

Conclusion

Looking back, this paper has attempted to identify the logic of ‘economic money’ and then to follow that logic wheresoever it leads. The journey has admittedly been something of a meander rather than a straight-line, but it has not been random. Indeed, sometimes the longest paths on earth are the shortest in heaven. For some, it may have considered a series of propositions that are wholly unrealistic in geopolitical terms. But that is not to say they cannot be thought. It means rather that our attention will have to go to the habits and investments both intellectual and financial, that will need to change if the line of thought followed here is to become realised in social fact.

Clearly, however, our readiness, willingness and ability to change our habits is influenced by whether or not the new landscape we are being asked to enter into is utopian and/or technically impossible. What this paper has sought to do is to show that technically speaking a single, albeit articulated world currency is already in existence, but misdescribed because of a prevailing mindset that sees the world in terms of economic nationalism on a basis of heuristic assumptions that are essentially mechanistic, having their origins in the hey-day of the Industrial Revolution and related events in the 19th century. The problem is not technical, therefore.

So is it utopian? The answer to this presumably depends on whether one’s view of human nature and historical development is optimistic or pessimistic (what many would call realistic). There is no point in being naïve, of course, but the merit of the argument made here is that if something can be shown to be technically possible, let alone already in being, then a transition path can begin to appear that leads from the old landscape to the new. In an optimistic view, the propensity for change both in terms of habits and historical tendencies is heightened where viable paths of transition can be identified. Conversely, if one is unable to see such a route, the problem seems to be that human nature and historical development are intractable. Each reader will, of course, decide for himself where he stands on this point. History, however, will decide who was ‘right’.
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� As used here, ‘currency’ embraces both means of exchange and unit of account functions since at the global level the distinction between them is not readily made. As with the introduction of the euro, for example, which was a global currency from the individual member’s point of view, in the first stage prices were posted in national money as the means of exchange and the euro as a unit of account. At conversion, the euro also became the means of exchange. To maintain this distinction at the global level one would have to invent an abstract currency name – a globe – and then express the abstraction ‘globe’ in terms of something real, such as 1 globe = ½ oz of gold. The adoption of the euro may prove instructive in this connection. First, a name was chosen that ‘englobed’ all the participants, replacing the ‘ecu’, which both as an anagram and as a word was a reference to France especially; that is, to only one of the participants. Second, the euro was created by agreeing on what in effect became irrevocable exchange rates between the participants but now by reference to a notional point that belonged to none of them but was arrived at by agreeing on and then abiding by the conditions stipulated in the Stability Pact.


� Free banking is a laissez-faire approach to money. Its institutions, practices and performance are essentially those of an unregulated free market monetary system. White (1995) defines it as ‘a monetary system without a central bank, under which the issuing of currency and deposit money is left to legally unrestricted private banks.’ He points out that, as a monetary regime, free banking consists of two main elements - unregulated issue of transferable bank liabilities and unmanipulated supply of base money or basic cash. There is no government role in regard to the quantity of money produced inside or outside the banking industry and outside money free of central bank control is desirable. After free banking theory, multiple currencies do not proliferate, but are subject to rationalisation. In their ultimate expression of self-administered banking (home banking, etc.), one can envisage one currency per person. This possibility was recently described by Salmon (1999) as one of two theoretical but impractical extremes on a spectrum, the other being a single world economy.


� Not a few commentators today are contemplating a world currency with a world central bank. See, for example, � HYPERLINK "http://www.singleglobalcurrency.org" ��www.singleglobalcurrency.org�. As reported in the Wall Street Journal, 30 June 2003, Robert Mundell is a prime advocate of such a development, witness many recent papers and articles. Rodrik (2000) also treated this subject, arguing that in the vent of a world polity, it should be modeled on the US federation.


� The nature and role of equilibrium is a much-debated topic, of course. The concept of equilibrium here is that it is a moment that has ever to be renewed, hence kept ‘fresh’. In other words, the normal underlying condition is of disequilibria. This, of course, questions whether the static notion now so prevalent- a child whose parents combine 20th century economic nationalism with 19th century mechanistic notions of equilibrium - is a good fit for a global economy. Do we not need an autopoetic concept instead, whereby myriad factors strike a balance between themselves, only to lose it again? Indeed, is not every price an example of this? A recent series of ‘Dissent in Science’ seminars at London School of Economics discussed this very subject


� Since 1997, Mundell has further nuanced his ideas in two respects. First, the timescale in which a global currency can be expected to come about, which he sets at 2040. Second, the idea that the optimum currency area is the world as a whole, in discussion with a correspondent. See also ‘The Case for One World Currency’, School for International Affairs, Columbia university, New York, 31 January 2003.


� Mundell himself is currently advocating the creation of a world currency called the dey or intor.


� Seignorage is variously defined, such as ‘revenues from changes in base money’ (Grilli, Masciandaro and Tabellini) or ‘revenue [collected] through money creation’ (Cukierman, Edwards and Tabellini, 1990).


� That bthisthis perspective may already be valid and is not therefore utopian or fanciful is perhaps illustrated by the case of Hydro-Québec, which was emitting bonds in US currency earlier than 1980 in countries with excess savings for the construction of large dams because the US currency was generally considered as a reserve currency by those in an excess saving position. The hegemony of the US currency was not the sole result of US monetary authorities, therefore, but of the attitude and action of others. 


� Why the yuan? It is perhaps merely politeness that keeps Japan in the frame. Its intransigence in terms of economic ‘modernising’ works to its disadvantage alongside the growing powerhouse of China. See recent discussion in the financial pres; for example, The Times, 3 March 2004.


� Associating means that once-rivals meet to figure out together the best way forward. This is not to form or act as a cartel, since a cartel is a combination advancing its own interests. To associate is to work together for the full interests of the economy as a whole, not only one’s own.


� www.GoldMoney.com


� In testimony to the US House Banking Committee, 1999.


� See Gold and Economic Freedom, in Capitalism: The Unknown Ideal, Ayn Rand, Signet 1967.


� A Guide to investing in Gold. World Gold Council, London. 


� This point is discussed in ‘Of Wheat and Gold’ (Houghton Budd 1988). Physically speaking, the fact that 1 oz of gold = 480 grains of wheat is a circular definition and thus merely a way of checking the weight and thereby assaying gold – ensuring that it is pure and thus at 100% of its value. The obviousness of this tautology, however, leads one to think its real significance is subtler, having more the character of a theorem - a thought that lifts one out of the logic of the physical world. That said, economically, of course, there is a huge difference between 1 oz of gold, which is immutable, and 480 grains of wheat which can rot but can also multiply indefinitely.


� In Keynes’s words (1923, p.89), without gold we move into a world in which ‘the point about which the exchanges fluctuate, and at which they must ultimately come to rest … is not itself a fixed point…’


� The Stability Pact, for example, did not work without some political interference.


� The situation is analogous to whether the temperature in a room is changed by opening a window or by forcing the mercury down the tube with one’s finger. The problem is that what is obviously impossible in the physical world is thought to be possible in the monetary domain.


� The King of Ireland’s Son, An Irish Folk Tale. Floris Books, Edinburgh, 1997.


� Some argue for regions, but now real is this in monetary terms? The essential difference between political processes and economic processes is that, while the former can be defined as less than global (as a nation or group of nations), the latter know no bounds until they meet those of the world as a whole.


� For a fascinating discourse on this subject, see A Measure of Corn, D Ferguson, Pen-in-Hand, Oxford 1949.


� One is reminded of Keynes’s observation (1923, p.9): ‘there is no historical warrant for expecting money to be represented even by a constant quantity of a particular metal, far less by a constant purchasing power.’ This view seems to be echoed by Hayek, who, however, sees the achievement of constancy in strict market terms, by which the manager of each issuing bank ‘would learn that its business depended on the unshaken confidence that it would continue to regulate its issue … so that [its] purchasing power re�mained approximately constant.’ Hayek, F.A. (1990, p.49). In common, is the idea of matching money to events.


� Even if by ‘nation’ one means Christianity or Islam, for example.


� The matter is even truer when we move beyond three to a greater number of currencies. Indeed, in that it ‘asks’ for a triangular representation, we should be wary of the effect that choosing three can have. Entitled, Classical Mechanics as a Formalised Science, I. Grattan-Guiness, delivered an interesting paper on this subject at London School of Economics, 24 February 2004.


� An instructive, if unexpected, example can be found in the American football teams, where they share TV revenues, but cap the big spenders, so that the ‘little guys’ can remain in the league, thus ensuring the league does not become distorted by money.


� See footnote 8.


� Mundell. op. cit. Note 20, p.472.


� The image is from Capie, F., Goodhart, C. and Schnadt, N. (1994, p.91): ‘Central bankers are, perhaps, seen as having more in common with the judiciary, than with politicians or commercial bankers; and are perceived as both technically expert, above the fray of self-seeking, and a necessary agent (of democratic government) for imposing order on a potentially unruly financial system.’ 


� Keynes, op. cit., p.177.


� The word ‘universal’ is used advisedly. The theorem does not work unless all parties abide by it. It is universal adoption that differentiates this concept from that of floating exchange rates as usually understood, even when ‘pure’. Their somewhat negative reputation is largely due to their never having become generally, let alone universally, applied.


� This is the central thesis of The Emergence of Auditorial Central Banking. Houghton Budd, C. (2002), Section 3.1.4, p.37, and pp.41-42. For a thorough and fascinating discussion of this topic, see Blinder (1995). Also, Issing (1996).


� Milton Friedman (1966) comes to mind: ‘…flexible exchange rates are a means of combining interdependence among countries through trade with a maximum of internal monetary independence; they are a means of permitting each country to seek for monetary stability according to its own lights, without either imposing its mistakes on its neighbours or having their mistakes imposed on it. If all countries succeeded, the result would be a system of reasonably stable exchange rates; the substance of effective harmonisation would be attained without the risks of formal but ineffective harmonisation.’ (200)


� As used here, the term ‘corporation’ includes both for-profit and not-for-profit organisations.


� Potential cases for such an approach would be the north/south divide in the UK or Italy, or the asymmetric relationship between Canada’s Calgary and Toronto in the 1970s and 1980s.
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