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Garten’s new book reveals the process of the abolishment of “Gold Standard”
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Jeffrey Garten, Former Dean of Yale School of Management, published his new book “Three Days
At Camp David: How a Secret Meeting in 1971 Transformed the Global Economy’in July to
narrate United States worked to delink the US Dollar and gold 50 years ago and hence abolish
“Gold Standard” so as to remove a fetter for her economy.
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The Chinese version of the book is yet available, so for the time being we translate its title as *“ Af&r
BZHI 3 H - —15 197] R S 0] i = Bk 4EEF . But as descirbed by the title, the book
details Nixon brought his Treasury Secretary John Connally, then Chairman of the Federal Reserve
Arthur Burns and etc to Camp David, where Presidents spend their vacation, in 13 — 15 August
1971 to discuss the details depegging the US Dollar from gold.
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Making price control an alleviation became a fiasco
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While Connally is widely remembered for saying “The USD is our currency, but it’s your problem”,
the book also records the formiable negotiations between the Nixon administration and foreign
countries.
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Delinking the US Dollar and gold, in offical terms, means the government of the United States
“temperoarily” suspended the convertibilty of the US Dollar to gold at the rate of 35 per ounce, an
obligation that it had been bearing since the end of the Second World War. When Nixon announced
that in his television speech that shocked the world, there was also a series of additional measures
as allevation, which included tax cut, reduction in government expenditure, enforcement of price
control and 10% import tariff. Garten argues price control was a fiasco not only because it created
an illusion that the government could resort to loose monetary and fiscal policies, but also because
when price control was lifted the pent-up upward pressure released worsened inflation.
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Floating exchange rate laid foundation for international cooperation
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This set of measures was not created from 0 to 1 in Camp David, what Nixon and his financial
lieutenants did in the camp was sitting down and discussing it. In the day just before they entered
the camp, Nixon once considered announcing the measures in a piecemeal manner, but Connally
persuaded him to announce all in order to let the public know “the administration understands you
well and has made contemplation on what you are worrying”.
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When a currency no longer pegs anything, its central bank subsequently has room to issue more on
demand. However, when the US Dollar was pegged to gold, the United States faced great constraint
in making monetary and fiscal policies and hence could not take care of domestic economy well.
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According to Garten, it was a success when Nixon moved the US Dollar to a floating rate system.
Such a shock successfully made Western European countries and Japan increase their defense
expenditure and open their market to the United States in a greater extent, laid foundation for
international cooperation in finance, trade and energy afterwards, while reducing America’s burden
in maintaining international political and economic order.
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In fact, this is similar to Former President Trump s advocating allies to pay more, so the current
administration should construct an international order based on cooperation, like what Nixon did
in his years.

Pure English Version

Garten’s new book reveals the process of the abolishment of “Gold Standard”

Jeffrey Garten, Former Dean of Yale School of Management, published his new book
“Three Days At Camp David: How a Secret Meeting in 1971 Transformed the Global
Economy”in July to narrate United States worked to delink the US Dollar and gold 50
years ago and hence abolish “Gold Standard” so as to remove a fetter for her economy.

The Chinese version of the book is yet available, so for the time being we translate its title
as “REErEiy 3 H © —15 1971 FEiVRAE G0 s 2347, But as descirbed by the title,
the book details Nixon brought his Treasury Secretary John Connally, then Chairman of
the Federal Reserve Arthur Burns and etc to Camp David, where Presidents spend their
vacation, in 13 — 15 August 1971 to discuss the details depegging the US Dollar from gold.

Making price control an alleviation became a fiasco

While Connally is widely remembered for saying “The USD is our currency, but it’s your
problem”, the book also records the formiable negotiations between the Nixon
administration and foreign countries.

Delinking the US Dollar and gold, in offical terms, means the government of the United
States “temperoarily” suspended the convertibilty of the US Dollar to gold at the rate of 35
per ounce, an obligation that it had been bearing since the end of the Second World War.
When Nixon announced that in his television speech that shocked the world, there was
also a series of additional measures as allevation, which included tax cut, reduction in
government expenditure, enforcement of price control and 10% import tariff. Garten
argues price control was a fiasco not only because it created an illusion that the



government could resort to loose monetary and fiscal policies, but also because when price
control was lifted the pent-up upward pressure released worsened inflation.

Floating exchange rate laid foundation for international cooperation

This set of measures was not created from 0 to 1 in Camp David, what Nixon and his
financial lieutenants did in the camp was sitting down and discussing it. In the day just
before they entered the camp, Nixon once considered announcing the measures in a
piecemeal manner, but Connally persuaded him to announce all in order to let the public
know “the administration understands you well and has made contemplation on what you
are worrying”.

When a currency no longer pegs anything, its central bank subsequently has room to issue
more on demand. However, when the US Dollar was pegged to gold, the United States
faced great constraint in making monetary and fiscal policies and hence could not take care
of domestic economy well.

According to Garten, it was a success when Nixon moved the US Dollar to a floating rate
system. Such a shock successfully made Western European countries and Japan increase
their defense expenditure and open their market to the United States in a greater extent,
laid foundation for international cooperation in finance, trade and energy afterwards,
while reducing America’s burden in maintaining international political and economic
order.

In fact, this is similar to Former President Trump’s advocating allies to pay more, so the
current administration should construct an international order based on cooperation, like
what Nixon did in his years.

Pure Chinese Version
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