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Reviewer #1: 
Report on The golden fetters in the Mediterranean periphery 

 

This paper studies the relationship between fluctuations in real pc GDP and in public spending, money 

and exchange rates in Spain and Italy during the classical gold standard. I find the analysis of this 

historical case interesting to reflect on the benefits of macroeconomic adjustment that a floating 

exchange rate can provide to peripheral (developing) countries, which, by definition, are more exposed 

to external shocks. The paper has great potential although, for it to be published, the present version 

should be revised. The author(s), in my opinion, should address the following issues. 

 

1. The paper is based on the model developed by Kandil (2002), which explains fluctuations in real pc 

GDP through fluctuations in real public consumption, money, and real exchange rate. Thus, the author(s) 

should substitute the reference to nominal exchange rate in Section IV (Theoretical framework) for real 

exchange rate, which, in turn, is the variable allegedly used in the empirical part of the paper. The same 

applies to the penultimate paragraph in Section I (Introduction). 

 

Clarifying this point is of most importance because the model, when applied to currencies that were 

(permanent or temporarily) off gold, tells us that the exchange rate might have a double positive effect 

on growth. Firstly, by allowing peripheral countries to implement an autonomous expansionary monetary 

policy. But also, since this type of economies were more prone to speculative attacks and, consequently, 

to real depreciation, being off gold might have had an expansionary effect on GDP (boosting exports, 

hindering imports) as long as the dependence of the domestic production on imported inputs did not 

compensate for this effect. 

 

In any case, working with real exchange rates has implications. This way, when the paper mentions (on 

page 15) that in Italy, "the exchange rate remained stable and was barely affected by changes in the 

money supply thanks to the equilibrium provided by the capital market", it should be considered that the 

stability of the exchange rate (if the exchange rate is in real terms) might be partly resulting from the 

increase in prices induced by the monetary expansion. 

 

2. As regards the IRFs, a doubt also arises for Spain due to the lack of concretion for the variable 

exchange rate. If an increase in the exchange rate, according to the text (on page 12) is to be read as a 

(real?) depreciation, then, why is a negative response in the moment t+1 associated to an immediate 

increase of real pc GDP? 

Neither can I see a clear response of the Spanish GDP to shocks in public spending mentioned in the 

paper (on page 12). 

 

3. Most importantly, I think that the paper needs a more integrated presentation of the results found 

through the IRF and historical decomposition methods, which would avoid the reader having to go back 

and forth to Sections VI and VII (Results and Discussion) when arriving to Section VIII (Conclusion). 

 

For example, on page 19, fourth paragraph, the paper states that "Adjustments in the exchange rate 

played a prominent role in the recovery from the crisis of the 1890s in both peripheral countries". But, 

according to the IRF analysis the Italian GDP did not respond to real exchange rate shocks and, as 

regards the historical decomposition, I cannot make out, in Figure 4, that the real exchange rate 

contributes positively during the late 1890s crisis. 

 

4. Also in Section VIII (Conclusion), the paper states that "Italy was able to balance its economy through 

capital flow and keep its exchange rate stable because it received a lot of foreign capital both via 

investment and via remittances". For this reason, according to the paper, monetary expansion did not 

generate depreciation. If so, we would be speaking of a real appreciation, which, in turn, would fit in with 

the negative response of the Italian GDP to real exchange shocks found when estimating the effects of 

structural shocks. I think that a figure with the evolution the series of prices and nominal and real rates 



could help to interpret the empirical results. 

 

5. Finally, the paper could gain a lot with a bit more detailed description of data. For example, the reader 

can imagine (as I did) that the bilateral real exchange rate is calculated for the Spanish peseta and the 

Italian lira against the pound. But, the lack of information for such a crucial variable should be 

addressed. 

Moreover, in my view, the reader would appreciate that, in Section III (Data), apart from mentioning the 

sources, some other figures were included. For example, two figures showing the real pc GDP growth 

rates for Spain and Italy in 1871-1913 would be welcome. They might be much more informative than 

the series (in which unit?) displayed in Table 2. I would also recommend figures for real public spending 

and money over GDP and figures, as I said, for the evolution of the peseta and the lira exchange rates 

(both nominal and real). 

 

Minor issues 

 

There is a typo in the introductory section, last paragraph. 

 

I think that Table 1 could be discarded, since the content is well explained in the text. 

 

Some references to authors cited in the text are missing from the Bibliography section, for example, 

Fung et al. (2000, 2002). Other authors are misplaced in the list, there is a mixture of fonts and the 

citing criterium is not homogeneous. 

Reviewer #2: 
Please include any specific comments for the author concerning his/her manuscript. These comments will 

be sent to the author. Please use as much space as necessary. Please be as constructive as possible and 

include clear and specific suggestions stating which aspects of the manuscript must/should be improved, 

and your rationale. 

 

Report on The golden fetters in the Mediterranean periphery 

 

This paper studies the relationship between fluctuations in real pc GDP and in public spending, money 

and exchange rates in Spain and Italy during the classical gold standard. I find the analysis of this 

historical case interesting to reflect on the benefits of macroeconomic adjustment that a floating 

exchange rate can provide to peripheral (developing) countries, which, by definition, are more exposed 

to external shocks. The paper has great potential although, for it to be published, the present version 

should be revised. The author(s), in my opinion, should address the following issues. 

 

1. The paper is based on the model developed by Kandil (2002), which explains fluctuations in real pc 

GDP through fluctuations in real public consumption, money, and real exchange rate. Thus, the author(s) 

should substitute the reference to nominal exchange rate in Section IV (Theoretical framework) for real 

exchange rate, which, in turn, is the variable allegedly used in the empirical part of the paper. The same 

applies to the penultimate paragraph in Section I (Introduction). 

 

Clarifying this point is of most importance because the model, when applied to currencies that were 

(permanent or temporarily) off gold, tells us that the exchange rate might have a double positive effect 

on growth. Firstly, by allowing peripheral countries to implement an autonomous expansionary monetary 

policy. But also, since this type of economies were more prone to speculative attacks and, consequently, 

to real depreciation, being off gold might have had an expansionary effect on GDP (boosting exports, 

hindering imports) as long as the dependence of the domestic production on imported inputs did not 

compensate for this effect. 

 

In any case, working with real exchange rates has implications. This way, when the paper mentions (on 

page 15) that in Italy, "the exchange rate remained stable and was barely affected by changes in the 

money supply thanks to the equilibrium provided by the capital market", it should be considered that the 

stability of the exchange rate (if the exchange rate is in real terms) might be partly resulting from the 

increase in prices induced by the monetary expansion. 

 

2. As regards the IRFs, a doubt also arises for Spain due to the lack of concretion for the variable 

exchange rate. If an increase in the exchange rate, according to the text (on page 12) is to be read as a 

(real?) depreciation, then, why is a negative response in the moment t+1 associated to an immediate 

increase of real pc GDP? 



Neither can I see a clear response of the Spanish GDP to shocks in public spending mentioned in the 

paper (on page 12). 

 

3. Most importantly, I think that the paper needs a more integrated presentation of the results found 

through the IRF and historical decomposition methods, which would avoid the reader having to go back 

and forth to Sections VI and VII (Results and Discussion) when arriving to Section VIII (Conclusion). 

 

For example, on page 19, fourth paragraph, the paper states that "Adjustments in the exchange rate 

played a prominent role in the recovery from the crisis of the 1890s in both peripheral countries". But, 

according to the IRF analysis the Italian GDP did not respond to real exchange rate shocks and, as 

regards the historical decomposition, I cannot make out, in Figure 4, that the real exchange rate 

contributes positively during the late 1890s crisis. 

 

4. Also in Section VIII (Conclusion), the paper states that "Italy was able to balance its economy through 

capital flow and keep its exchange rate stable because it received a lot of foreign capital both via 

investment and via remittances". For this reason, according to the paper, monetary expansion did not 

generate depreciation. If so, we would be speaking of a real appreciation, which, in turn, would fit in with 

the negative response of the Italian GDP to real exchange shocks found when estimating the effects of 

structural shocks. I think that a figure with the evolution the series of prices and nominal and real rates 

could help to interpret the empirical results. 

 

5. Finally, the paper could gain a lot with a bit more detailed description of data. For example, the reader 

can imagine (as I did) that the bilateral real exchange rate is calculated for the Spanish peseta and the 

Italian lira against the pound. But, the lack of information for such a crucial variable should be 

addressed. 

Moreover, in my view, the reader would appreciate that, in Section III (Data), apart from mentioning the 

sources, some other figures were included. For example, two figures showing the real pc GDP growth 

rates for Spain and Italy in 1871-1913 would be welcome. They might be much more informative than 

the series (in which unit?) displayed in Table 2. I would also recommend figures for real public spending 

and money over GDP and figures, as I said, for the evolution of the peseta and the lira exchange rates 

(both nominal and real). 

 

Minor issues 

 

There is a typo in the introductory section, last paragraph. 

 

I think that Table 1 could be discarded, since the content is well explained in the text. 

 

Some references to authors cited in the text are missing from the Bibliography section, for example, 

Fung et al. (2000, 2002). Other authors are misplaced in the list, there is a mixture of fonts and the 

citing criterium is not homogeneous. 

  



Round 2 

Reviewer #1: 
Report on the revised version of The golden fetters in the Mediterranean periphery 

 

I think that the second version of the paper The golden fetters in the Mediterranean periphery includes 

now a more focused presentation of the issue, which makes me recommend for it to be published. My 

congratulations to the author. 

 

Two minor things to note 

 

First. The author mentions (on page 9, first paragraph) that "Prices in Italy were lower than in the UK". 

This assertion is highly probable. However, the paper works with price indexes and indexes are only 

informative about the comparative evolution of prices, not about levels. I would recommend substituting 

this sentence by other of the type "The Italian-UK relative prices showed a downward trend". 

Second. Unless I were wrong, there are not still references to Fung et al. 

 

Minor, minor issues 

 

There is an unnecessary parenthesis in the abstract. 

I would recommend being consistent regarding the numeration used in the last paragraph of the 

introduction (Arabic) together with that used in the title sections (Roman). 

On page 16, footnote 32, there is a typo at the beginning of the sentence. 


