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BRIAN:   Well, here’s a small bar of gold that I’ll get out of my pocket 
here. It’s about half the size of a beer-mat, about twice the depth. It’s very shiny. It 
says ‘999.9 fine gold’. And basically it’s just a lump of metal. (thud) 
 
JACK:   That’s not just the sound of £9,000 in gold hitting a table – 
it’s also the sound of a man who has lost his faith in money. Brian has sold his 
house in the North-West of England and bought £200,000 worth of bullion.   
   
BRIAN:   I started in 2005 and I’ve pretty much got half of what I own in 
gold - well it’s not just me, it’s the family actually.  
 
JACK:   And how does it make you feel having this gold – being a 
gold owner? 
  
BRIAN:   I suppose a certain level of security. The value of my work or 
currency or savings – however you want to put it - if I kept it in the bank, it would 
either devalue over the long-term or it would be wiped out.  
 
JACK:   Brian is worried that inflation will erode the value of his 
savings over time or, worse still, that fragile banks and governments will fail to 
protect them in another crisis. So he has hitched his fortunes directly to the value 
of gold. He has put himself on a gold standard. In this programme, I’ll be asking 
- should this and other countries do the same? As central banks create trillions of 
pounds, Euros and dollars in new money, which makes more sense - believing in 
money that is conjured out of thin air – so-called ‘fiat money’ – or in a yellow 
metal you can’t eat, put in your petrol tank or even take to the shops? It’s an 
argument that reveals deep divisions between economists. In the green corner, 
those who would print more money to get us out of trouble and in the gold 
corner the folks sometimes dismissively referred to as gold bugs who believe we 
are heading for a nasty reality check. 
 
SCHLICHTER:  I think the present system is pretty much in its end game, and I 
think that you can interpret the crisis we’re in as the failure of our fiat money system. 
   
JULIUS:   I think to put your faith in gold as the basis of a country’s 
monetary system would be extremely foolish. 
 
BUTLER:   I believe rather strongly that the return to some form of gold 
standard is inevitable. 
  
LAWSON:   I think that people are looking for the gold bullet to solve all 
their problems and it isn’t there.     
 
JACK:   As business presenter on the Today programme, I’ve 
reported on several rounds of money creation by the Bank of England through 
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its quantitative easing programme – and I’m sure I’m not alone in feeling 
slightly uneasy at the way money can suddenly be created at the touch of a 
button. Since 2009, the Bank of England has created 325 billion pounds (so far) 
as if by magic – with Mervyn King as a monetary Paul Daniels. 
  
ACTOR:   (Magic show music) Ladies and gentlemen, watch as I 
magically create 325 billion pounds out of my top hat … First I create electronic 
money in an account at the Bank of England… then I use this cash to buy bonds from 
high street banks … The bonds look popular because they are selling like hot cakes – 
so interest rates stay low… And the banks have oodles of extra cash which, fingers 
crossed, they will lend to someone who uses it to buy goods and services – and hey 
presto – the economy is growing! 
 
JACK:   Except the economy isn’t growing – and Detlev Schlichter 
isn’t enjoying the magic show. A former banker, he’s author of the book Paper 
Money Collapse.  
 
SCHLICHTER:  What’s wrong with the £10 note I hold in my hand, you know 
it’s not so much the fact that it consists of paper. The problem is that what we use as 
money can be created and produced by the privileged money producers - which are 
the central Bank and the banking system - that can produce as much of this money as 
they like, and so the supply of this form of money is entirely elastic, is entirely 
flexible. That sounds great, but what economists have told us for a long time is that 
monetary expansion leads to economic problems further down the road. 
 
JACK:   But what problems? Printing money keeps the economy 
going because it keeps interest rates low. High levels of government debt will 
take decades to pay back and those low rates continue to encourage people – and 
governments - to spend rather than save, and that is a problem for free 
marketeers like John Butler, author of The Golden Revolution: How to prepare 
for the coming global gold standard.  
 
BUTLER:   There is no free lunch in economics and it’s a sad fact that 
Western economies, also Japan for that matter, have spent their way and borrowed 
their way into a real economic pickle. They have brought consumption forward, 
consumption which in theory would never have taken place. Now yes, that means that 
… 
 
JACK:   They’ve borrowed from the future? 
 
BUTLER:   They have borrowed from the future. A gold standard would 
constrain this sort of intergenerational borrowing from one to another, which arguably 
is of dubious morality. If you have less incentive to save for tomorrow, your rate of 
potential economic growth will be slower. Savings is a good thing, not a bad thing, 
and that’s a current common misconception of the economic mainstream. 
 
JACK:   So how do you stop the monetary magic show? You insist 
that every pound in the economy is backed by something in short supply – like 
gold. For centuries money that was either made with or backed by gold was the 
norm. In fact, the United States operated under a form of the gold standard 
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agreed in 1944 until  President Richard Nixon abandoned it in 1971 - because 
foreign governments started swapping the dollars they held for gold and the US 
started to run out of bullion. But how would a modern gold standard work? 
  
SCHLICHTER:  We have to remember we will not go back to a society in which 
we walk around with little packs of gold or silver coins. You know we will use credit 
cards, we will use internet payments. The difference is only that the quantity of 
money is ultimately fairly inelastic. The gold, for example, could be stored you know 
in various gold depositories in various locations. The key point to me is that money is 
then no longer a political tool. 
 
JACK:   So you’ll be able to, that £10 note you have there on the 
table in front of you, you’ll be able to take that down to somewhere - a 
depository, a bank, whatever - and exchange it for a physical commodity like 
gold? 
   
SCHLICHTER:  Exactly. But I would prefer the system to be even without 
central banks, without any involvement of the state. So you can imagine such a 
monetary system to be entirely private and it would also not be constrained to certain 
political areas. It’s very unique that we’ve all become over the last hundred years 
maybe used to the fact that money is tied to the nation state. You know money doesn’t 
have to be tied to a national economy which is increasingly a myth anyway. If you 
can have a gold based bank account and maybe you can travel to another country and 
you make your payment maybe with your mobile phone or your smartphone, paying 
with your gold account which could be in a completely different country by a bank 
that isn’t even in your country but is a completely private bank you know somewhere 
else, I could see a monetary system evolve like that. It would be very different from 
the system we have right now. 
 
JACK:   So this is radical free market stuff: let the market decide 
what is and what is not money. Schlichter’s guess is that in this sort of world, 
most of us would trust currencies we could swap for gold.  
 
But what happens if a country runs out of the gold it needs to back its growing 
economy.  
 
SKIDELSKY:  The first Great Depression so-called was between 1873 and 
1896, and they ran out of gold in California and really the whole world economy 
stagnated until they found new supplies of gold in South Africa. And so it’s not a very 
good method of getting growth, relying on gold. 
 
JACK:   Robert Skidelsky was Professor of Political Economy at the 
University of Warwick and is a biographer and fan of the patron saint of paper 
money, John Maynard Keynes – the same Keynes who pointed out that fixing 
money to gold tends to push prices down. If you have a fixed amount of gold, 
then as an economy grows and produces more goods and services, each bit of 
gold buys you more stuff. Now you might think that sounds good – prices go 
down. But there is a problem with that. Why would I buy something today if I 
know it will be cheaper tomorrow? Consumers don’t spend and the economy 
grinds to a halt. This is why most economists are so scared of deflation, says 
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Lord Skidelsky.   
 
SKIDELSKY:  We need more money in order to pay for more activity, so the 
money supply is going to grow anyway as the economy expands. More people, more 
transactions, more things produced, more money. That is if you want to keep prices 
more or less stable. Of course if you don’t, then everything could get cheaper and 
cheaper if you didn’t have enough money. But normally that’s what happens. I mean 
the money supply is much, much greater than it was a hundred years ago or a 
thousand years ago just because the economy is much bigger.  
 
JACK:   Why is it a problem for things to get a little bit cheaper over 
time because you know it becomes easier to make flat screen TVs and 
computers? Isn’t there some merit in things going down in price a bit? 
 
SKIDELSKY:  Well the trouble is not everything goes down in price. Suppose 
productivity’s increasing by 2 per cent a year. Then normally people ask for 2 per cent 
more wages every year, so that means the money supply has to go up by 2 per cent. 
But you could do it the other way. You could say look everything is 2 per cent 
cheaper, therefore we keep our money wages or our money supply constant; we don’t 
increase that, but everything gets cheaper. And one could theoretically do a lot of it 
that way, but the trouble is that businessmen don’t like prices going down. 
    
JACK:   Why not? 
 
SKIDELSKY:  Why not? Because it means they produce at one price and then 
may have to sell at a lower price. So they don’t like that. They prefer prices to be 
going up. They reckon their profits as a mark up over their costs and, therefore, if you 
do it the other way and you incur certain costs and you sell your goods at a lower 
price, then you make a loss. And so of course you could change all that system, but 
broadly speaking everyone agrees that it’s better that prices and wages should go up 
steadily than that they should go down. 
 
JACK:   Some products – like computers and smartphones - do get 
cheaper year by year – people still buy them because they want the latest model 
now. But what if most things were going down in price – including your wages? 
If you had taken out a loan or mortgage at a fixed interest rate - your 
repayments would stay the same while your income dropped – ouch! And, as 
businesses struggle to keep pace with falling prices, they would have to cut costs 
– not only by cutting wages but also by laying off workers. So warns Dani 
Rodrik, Professor of International Political Economy at Harvard University.  
 
RODRIK:   Let’s go through a real world example, and this is what Britain 
experienced in the late 1920s under gold standard rules. The only way that the 
economy can adjust under gold standard rules is by waiting for a long period of 
deflation to work its course, and in that long period unemployment starts to rise - in 
Britain in the late 20s, rose above 20 per cent. And what the gold standard enthusiast 
will tell you is you just have to wait; and whatever the social and political 
consequences of that, you just have to wait until prices fall sufficiently, wages fall 
sufficiently no matter how many people are unemployed. Now I think when push 
comes to shove, democratically elected governments faced between a choice of 
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paying back their debts and keeping creditors happy and keeping their electorates and 
their workers happy ultimately choose the latter, and that’s how these attempts have 
come to an end.  
 
JACK:   Just because you’re politically unpopular in the short-term, 
it’s not really an argument for creating more money and promises you can’t 
fulfil. You’re just deferring the problem. 
 
RODRIK: I don’t think it’s deferring the problem. The countries that recovered the 
quickest from the Great Depression were in fact the countries that departed the gold 
standard sooner.  
 
JACK:   So, the theory is, the sooner you ditch the ball and chain of 
gold – the sooner you can speed up the economy by, for example, lowering 
interest rates to encourage spending and discourage saving … or deliberately 
devaluing your currency – so the stuff your country makes becomes cheaper. If 
you want to see an economy in shackles – without a monetary key to help it 
escape - you don’t have to look very far. 
 
EICHENGREEN:  If you like the Euro and how it’s been working, you should 
love the gold standard because the two entities have a lot in common, and there are 
not very many policymakers around these days who like the Euro.  
 
JACK:   Barry Eichengreen’s a Professor of Economics and Political 
Science at the University of California, Berkeley.  
 
EICHENGREEN:  Well the problem with the Euro, number one, is that countries 
adopting it have no exchange rate flexibility, so Britain’s saving grace (if it has one at 
the moment) is that it has been able to depreciate the pound and export more in 
response to the weakness of its economy. Spain cannot do that. Italy cannot do that. 
On a gold standard, you could not do that.  
 
JACK:   Preventing the state or the central bank from tinkering 
with the economy is one of the big attractions of the gold standard for some. It 
means the state can’t be tempted to come up with short term cures that create 
bigger long term problems. So  says Detlev Schlichter.  
 
SCHLICHTER:  The present fiat money system, the present paper money 
system is a policy tool. The present monetary system allows the central bank, and 
therefore the state, to control the banking industry, to control lending and encourage 
lending or curtail it, if they so wish, and therefore manage the broader economy. And 
I think the temptation is for policymakers obviously to create near term booms to help 
the economy recover, to create stronger growth, to encourage you know borrowing 
and investment. But whenever they do this, they do this by lowering interest rates, by 
encouraging expansion of the money supply, but this must destabilise the economy in 
the long run. It does create near term booms, but we pay for them with a big hangover 
at the end of that boom. And over time … 
 
JACK:   And the cure for the hangover is to have another drink? 
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SCHLICHTER:  Yeah, exactly right, and that’s where we are right now - where 
you know the punchbowl gets ever bigger; that we put it in the middle of the room 
and we want everybody to drink even more of it.  
 
JACK:   So the punchbowl of easy fiat money keeps the party going 
and staves off economic reality. But what if we pushed the punchbowl to one side 
and went into gold-plated rehab – what would that feel like? Until 2001, DeAnne 
Julius was a member of the Bank of England’s Monetary Policy Committee – the 
body that decides how much money is in the system. 
 
JULIUS:   If you just think about what the price of gold has done in the 
last three, four, five years, it’s been an extremely volatile price. So if you were to say 
Britain should go back onto the gold standard and only issue money in a ratio based 
on how much gold it has, we currently have less than one per cent of our GDP locked 
up as gold reserves in the Bank of England, so the kind of multiplier you would need 
to create pound notes which were very strictly tied to gold would be something of the 
order of four, five hundred times. Highly leveraged. Every time the price of gold 
moved, you would find the value of that money in your pocket leaping up and down 
erratically, and that would be an extremely volatile and unstable way to run an 
economy. 
 
JACK:   But let’s imagine you’re in a central bank meeting. You’re at 
the Monetary Policy Committee. There’s nine of you. Eight people say you know 
what, this is crazy, we’re going back to the gold standard. What would you be saying?  
 
JULIUS:   Well I think the wrong committee would have been picked in 
that case. That would be very unusual. 
 
JACK:   Let’s just say it has been.  
 
JULIUS: I would say that to lock one’s economy onto gold would be a road to 
disaster in today’s modern world. 
 
JACK:   Okay, so you’d be screaming at them, “This is madness!” 
You know what kind of headlines would we be seeing? 
 
JULIUS: Severe economic crisis. 
 
JACK:   No change there then. Surprisingly, even gold enthusiasts 
like Detlev Schlichter admit that the move from paper money to a new 
gold-backed currency would be far from painless.    
 
SCHLICHTER:  Well I think we will see a very dramatic correction in many, 
many prices - in particular in asset prices. You know I think house prices will drop. 
Equities, bonds. All these asset prices are artificially propped up right now with easy 
money and they are too high because they’ve been propped up for years or even 
decades with constant injections of more money. So, yes, we will see drop in house 
prices, in equity portfolios, and in bond portfolios. We will see a shrinkage in the 
banking industry. I think the financial industry is completely out of proportion with 
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the real economy. That will be corrected and it will be corrected the hard way. But I 
do think we are in that process already. 
 
JACK:   And when you say “the hard way”, you mean banks will fail 
and savers, some people will lose their money? 
 
SCHLICHTER:  Yes I think that’s very likely.  
 
Segues: 
 
BUTLER:   It will be a multi-year transition period which will in retrospect 
be etched in the memory of every household. They will remember the time when they 
simply weren’t able to borrow anymore. It will be a painful transition.  
 
JACK:   For John Butler, the gold standard could result in a 
reordering of the world economic league table. His prognosis for the UK is not 
good.  
 
BUTLER:   The biggest losers, country by country,  are those that import 
far more than they export, have financial sectors … 
 
JACK:   Like the US and the UK? 
 
BUTLER:   Yes. Have financial sectors that are disproportionately large to 
the rest of their economy. 
 
JACK:   Like the UK? 
 
BUTLER:   Yes. And that also have political systems that just find it very, 
very difficult to cut spending and make difficult choices. 
 
JACK:   Would you put the UK in that category? 
 
BUTLER:   I believe I would, yes.  
 
JACK:   Okay. So that’s three strikes against the UK so far. Can we 
have some winners? 
 
BUTLER:   There are winners in relative terms. The relative winners will 
be your primary exporters, people that actually produce things the rest of the world 
needs and wants such as China and a handful of other Asian manufacturing 
economies, Latin American economies. Your resource rich countries are probably the 
biggest beneficiaries of all. In fact the continent that benefits more from this than any 
other by an order of magnitude is Africa.  
 
JACK:   But assuming we could endure the pain of a return to the 
gold standard - assuming enough people decided it was worth it - what sort of 
world we emerge into? Exactly what would this promised land of financial 
sobriety look like? Professor Dani Rodrik says gold advocates have a social as 
well as economic agenda. 
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RODRIK:   The fundamental premise of the gold standard enthusiasts is 
that you can find a way of disengaging the economy entirely from the social and 
political system and, therefore, completely insulate the working of the economy from 
concerns about social equity, social coherence, political voice and accountability. But 
in a modern economy we care about social stability, we care about equalizing the 
bargaining power between employers and employees, and most of all we care about 
the electorate having a voice on what exactly the rules of the game are. I think the 
gold standard is fundamentally incompatible with a democratic regime. 
 
JACK:   It would certainly be a brave politician who tried to sell to 
voters the painful transition the gold prophets describe. But John Butler believes 
it cannot be avoided. As the supply of money has rocketed, it’s not just our debts 
and the balance sheets of the banks that have grown. The state has also become a 
much bigger part of Western economies. For Butler and for other gold prophets, 
a return to the gold standard would force the state to shrink.  
 
BUTLER:   Take the United States, for example, which spends as much on 
defence as the entire rest of the world combined. Americans will have to ask 
themselves the question: if all of a sudden they have fewer options for financing that 
deficit, what goes first? Is it going to be health, education and welfare, or is it going to 
be this outsize defence budget? Well … 
 
JACK:  It’s not an either/or, is it? It could be both. 
 
BUTLER: It probably will be both given the magnitude of what has to happen here.  
 
JACK:   With their commitment to a small, laissez faire state - the 
gold advocates are clearly concentrated on the political right. But being on the 
right does not necessarily make you a fan of the gold standard. Lord Lawson was 
Chancellor of the Exchequer under Margaret Thatcher and remembers calls  
for a return to gold in the 1980s. He says it’s not the best  way to protect a 
currency’s reputation and respect.  
 
LAWSON:   If you think what really causes respect - for example, think of 
the Deutschmark before we had this disaster of the Euro and the Eurozone. The 
Deutschmark was a highly respected currency in the world because the Bundesbank 
had a track record, the German Central Bank, and it maintained strongly anti- 
inflationary monetary policy and, therefore, the deutschmark was considered a very 
strong currency and people believed in the deutschmark. The Deutschmark wasn’t 
linked to gold at all, ever; and had it been linked to gold, it wouldn’t have made a 
happ’th of difference, it wouldn’t have made any improvement. It had to have an 
institutional setup which the financial markets believe is not going to depart from 
sound money policies, which establishes a track record which gives reason for people 
to believe that. 
 
JACK:   So it’s their discipline, the way they conduct themselves, the 
propriety with which they conduct themselves which creates the respect for that 
currency? 
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LAWSON:   That is precisely it. 
 
JACK:   Since joining the Eurozone, even the Bundesbank has been 
forced to relax its former sobriety and faith in central banks has wobbled. So we 
search for an alternative higher power. Gold retains an almost primeval allure. 
But why? Is it because it is indestructible – is it a link with our past because all 
the gold that was ever mined is still around? Why do we defer to its intrinsic 
value? Lord Skidelsky has a theory.   
 
SKIDELSKY:   Of course people have worshipped gold. And I suppose 
that may be one of the reasons why you’ve got this huge value attached to gold, 
because in many pagan religions you had you know sun gods and gold was an object 
of worship. 
  
JACK:    That makes them sound sort of like cranks in druid 
outfits.  
 
SKIDELSKY: Well I think gold bugs are a bit like cranks in druid outfits. They’re 
looking for some deus ex machina, something that will keep humanity sane, but the 
thing is that such things don’t exist outside our own capacity for sanity. They’re not 
something that can be externally imposed. It’s like morality. Morality’s a useful 
convention, it’s something we adopt because we think we need to be kept on the 
straight and narrow, and gold once played this role in our moral affairs. But I think 
we’ve just got beyond it. We know that that idol can be displaced too easily.    
     
Segue:  
 
BUTLER:    When you think about the role that gold plays, it was 
created by - call it what you want - god, mother nature, the universe - in a very finite 
amount. It is not manipulable by man.  
 
JACK:    For John Butler, gold is not only a monetary anchor; 
it is a moral anchor that can help us to become better people – people who would 
rather face reality bravely than bury their heads in the sand.  
 
BUTLER:    There naturally is a higher degree of honesty as it were 
in that which mankind is not in a position to manipulate, is not in a position to create 
at will. I don’t wish horrible things to happen to any country in the world, any society 
in the world. However, it is only healthy if people realise that if you are borrowing 
more from the future than you can afford to pay back, that at some point there has to 
be a day of reckoning. Now do we become better, moral, wiser people when we 
finally face the music or do we become better, moral, wiser people when we continue 
to live in denial? I mean the answer to that is obvious.  
 
JACK:    But even if we are in denial, it still seems a leap of 
faith to believe in gold when the ten pound note in my pocket is working pretty 
well. Lord Skidelsky is convinced I should stick with my tenner - at least for now. 
All this money-printing might seem a bit supernatural, but there’s no need to 
worry yet.  
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SKIDELSKY:   We’ve broadly speaking printed enough money to 
sustain the growth of our economies and prices have been very stable in the last 
fifteen years, we haven’t had hyperinflation. You know money’s retained its value. So 
although we’ve been printing money, it hasn’t been too much money on the whole. 
 
JACK:    Is there a too much money point? 
 
SKIDELSKY:   Yeah there is …  Yes, there is a too much money … 
 
JACK: (over)   How will we know that? 
 
SKIDELSKY:   Well the measure of too much money is constantly 
rising prices. When prices start rising and then they accelerate and the value of money 
collapses completely, as happens in all hyperinflations - you know in order to buy a 
bottle of milk, you have to have a wheelbarrow of notes … 
 
JACK:    As we saw. 
 
SKIDELSKY:   In Germany, in the Weimar Republic. Then of course 
you go back to gold, yes.  
 
JACK:    So it’s not impossible? 
 
SKIDELSKY:   It’s not impossible, but it’s very unlikely. I mean we’d 
have to be incredibly foolish and have almost forgotten everything we’ve learnt in the 
last eighty or ninety years if we were just to turn on the printing presses without stop. 
 
JACK:    Hmm – not totally reassuring. The message seems to 
be don’t panic until you see wheelbarrows in Tesco’s – but by then won’t it be 
too late? After all, central banks have a very patchy record when it comes to 
predicting interest rates.  Maybe an insurance policy of some kind would be 
wise ….  
 
FRANCES:    So on here I’ve got a little widget from Bullion Vault 
that shows me the price of gold, so I have that on my phone there.   
 
JACK:    In a café in London I meet Frances, who is so 
worried about paper money that, after selling her flat, she has invested £40,000 
in gold.  
 
FRANCES:    I keep it through a company called Bullion Vault who 
have vaults in Zurich, New York and London.  
 
JACK:    So you’ve never actually seen your gold?  
 
FRANCES:    I haven’t seen the gold, no. I trust it’s there. 
  
JACK:    What’s your fear about what will happen?  
 
FRANCES:    I don’t fear a financial Armageddon, but I do fear 
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governments, in their desperate search for wealth, constantly printing more money to 
deal with the debt that they have at the expense of people like me who have saved. I 
need to protect against that. Central banks have gone from being net sellers to net 
buyers over the past year. That tells you something.  
 
JACK:    What does it tell you?  
 
FRANCES:    It tells me, what do they know that I don’t? And if 
they’re doing it, then I should be too.  
  
JACK:    It may make sense for an individual like Frances to 
put their trust in gold, but what about a country? If we had been on the gold 
standard, we would probably not be in the mess we are today. Our economy 
would be much smaller – but perhaps its foundations would be more solid if the 
only money in circulation was money that had been earned? But the truth is we 
cannot turn back the clock for the simple reason that going back to gold now 
would not work like it did in the past as Lord Lawson explains. 
 
LAWSON:    You can’t force a government to stay on gold, don’t you 
see, so therefore  the gold adds no credibility. The gold adds credibility if it is sold to 
governments who can’t go off gold. When it is known that a government can go off 
gold - because its happened in economic history on many occasions - then gold no 
longer exerts that discipline, no longer has the credibility. 
 
JACK:    Because people know they can go off it at anytime at 
the drop of a hat? 
 
LAWSON:    That’s right! 
 
JACK:    It seems to me that the fears of the gold advocates 
are overblown. The banks – after their near-death experience in 2008 – are 
trying to reduce the size of their balance sheets, taking money out of the economy 
– so the supply of money isn’t growing. And when it comes to a national 
economy, gold cannot protect value - once a gold standard has been abandoned, 
it is forever abandonable. The golden ring of trust has been broken. 


