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The current crisis has economists, from mainstream
defenders of central banking, such as Alan Blintiethe
leading interpreter of Austrian business-cycle thigo
Roger Garrison, calling for a reexamination of tbie of
central banks and money in the economy. Blinddgesta
"The nature and scope of the Federal Reserve'srityth /
and the structure of its decision making are nawthe < n h “ N
table' to an extent that has not been seen sirg® a4ad
the Fed's vaunted independence is under some Attack JOSEFH T. SALERNO
Blinder essentially, with a wave of a hand, defettnes = I

concept of a central bank, asserting that "it isjumst . h‘%
uncontroversial, but probably banal, to assert tiat
central bank is and should be the country's omigée of
last resort and its sole — and independent — moyeta
policy authority.{2

However, as Garrison eloguently argues,

Both theory and evidence would seem to suggesetdwmiomic stability lies in the direction of
monetary decentralization.

The decentralization of money, as proposed by Hayekexplored by Selgin and White has an
increasingly strong claim on our attentignConcerns with political feasibility should be segiad
from the more fundamental reconsideration of a mtabased money supply. In the light of our
continuing experience with a bubble-prone centaalldy we might well anticipate that a
comparative-institutions analysis would favor a kedrsolution to our money and credit problems.
At the very least, a better understanding of thekimgs of a decentralized monetary system would
help identify the perils and pitfalls of continueentralizationa

| have made a similar argument in a forthcomingepap

A lesson that should be learned is that money asditccreation is ultimately a major destructive
power which misdirects production and falsifiescadtion even in a period of relatively stable
prices. An economy with a complex financial systiém the present banking system, which in turn
depends on the government monopoly of the suppiyarfey, will be prone to cycles and crisis
even with the best of management. Without a fouadaif sound money, cycles are inevitable and
destructive not only of short-term economic weilgebut potentially destructive of long-term of
freedom and prosperity if the crisis is used asxause to bring back the dead hand of collectivist
policies. In the midst of the current crisis, in®re urgent than ever that we follow Hayek in his
proposal for drastic monetary reform. He was driViato proposing the denationalization of
money" and a return to a market-determined mamney.

Some in mainstream journali: are recognizing the threat to return to prosperityed by current monet:
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institutions that, in addition to the above-men&drproblems, facilitate budgetary malfeasance bgsirained
political leaders. Some journalists are now advex&dr more drastic monetary reform. In the Thuystiday 27,
Wall Street Journal, Judy Shelton's op-ed is title@iie Recovery Starts with Sound Morleghe argues that "the
transition to a firmer monetary footing to suppamtrepreneurial capitalism could be initiated Inkiing major
global-reserve currencies to gold and silver — camities long associated with monetary functionsvduld
logically begin with the dollar." And "by linkindhe dollar to gold, Americans would establish ali@achhead
for sound money and provide a model that otheonattould emulate.”

While a "beachhead for sound money" would be arrévgment over
current monetary arrangements, reform, if it isdoceed in freeing us
from the threats to our economy and liberty embddde rANT
government monopoly of the control of the moneypmypshould be L ) | \J

based not only on an understanding of the impoeafsound money SOUND & UNSOUND
but also on a strong theoretical understandingdieatrly delineates
sound from unsound moneyHence, the timing could not be better JOSEPH T. SALERNO
for the Mises Institute's releaseMbney, Sound and Unsound by Joe : e <
Salerno, today's leading monetary scholar in theition of Mises and 244y {'L_‘L{ \
Rothbard. : e .\

The tome covers nearly 30 years of important cbations by
Professor Salerno, defining and defending soundem&nom its
critics and pseudo friends. The volume is a musetiar anyone —
whether scholar, pundit, policy wonk, or educatdian — who
truly wants to understand our current crisis andigipate in a
meaningful way in a program for a return to sourahgy.
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