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M

r. N
ixon's P

aper Standard 
B

y JO
H

N
 B

R
O

O
K

S 

B
y

 far th
e m

o
st startlin

g
 p

art o
f 

the P
resident's new

 econom
ic program

 
is th

e d
ecisio

n
 to

 su
sp

en
d

 g
o

ld
 p

ay
-

m
en

ts ag
ain

st d
o
llars—

an
 act th

at, 
am

ong other things, rem
oves the un-

derpinnings from
 the w

orld's m
oney. 

A
 little h

isto
rical p

ersp
ectiv

e w
ill 

show
 w

hy this is so. It has been m
uch 

n
o
ted

 in
 recen

t d
ay

s th
at th

e U
n
ited

 
S

tates' obligation to exchange dollars 
in

 an
y
 q

u
an

tity
 fo

r g
o
ld

 at th
e p

leas-
ure of any nation's central bank, goes 
b
ack

 to
 1

9
3
4
. It really

 g
o
es b

ack
 a 

g
o

o
d
 d

eal fu
rth

er th
an

 th
at. T

h
e sy

s-
tem

 in
 fo

rce sin
ce 1

9
3

4
 is d

escrib
ed

 
as th

e g
o

ld
-ex

ch
an

g
e stan

d
ard

. P
rio

r 
to

 th
at—

fro
m

 1
8

7
9

 to
 early

 1
9

3
3

—
the U

nited S
tates w

as on the far m
ore 

strin
g
en

t g
o
ld

 stan
d
ard

 u
n
d
er w

h
ich

 
it u

n
d

erto
o

k
 to

 ex
ch

an
g

e g
o

ld
 fo

r 
dollars, not M

erely w
ith foreign cen-

tral banks but w
ith all corners, includ-

ing its ow
n citizens. 

S
ince no other m

ajor nation is com
-

m
itted to redeem

ing its currency w
ith 

g
o

ld
, M

r. N
ix

o
n

 h
as fo

rm
ally

 d
e-

m
o

n
etized

 g
o

ld
 an

d
 p

u
t th

e w
o

rld
's 

m
o
n
ey

 effectiv
ely

 (alth
o
u
g
h
 tem

p
o
-

rarily
) o

n
 a p

ap
er stan

d
ard

. Is th
at 

a good thing? P
erhaps; L

ord K
eynes, 

th
e g

reatest m
o
d
ern

 eco
n
o
m

ic seer, 
called

 g
o
ld

 a "b
arb

aro
u
s m

etal" an
d
 

lo
o

k
ed

 fo
rw

ard
 to

 th
e d

ay
 w

h
en

 it 
w

ould be dem
onetized. W

hat gives one 
p

au
se is th

e m
an

n
er in

 w
h

ich
 th

e 
step

 h
as b

een
 tak

en
. E

v
er sin

ce th
e 

g
reat D

ep
ressio

n
 o

f th
e 1

9
3
0
's th

e 
w

o
rld

 p
o
w

ers h
av

e b
een

 slo
w

ly
 an

d
 

p
ain

fu
lly

 b
u

ild
in

g
 u

p
 a sy

stem
 o

f 
in

tern
atio

n
al m

o
n

etary
 co

o
p

eratio
n

 
based on consultation. 

E
laborate m

achinery—
the Interna-

tio
n

al M
o

n
etary

 F
u

n
d

, th
e m

o
n

th
ly

 
"B

asel C
lub" m

eeting of central bank-
ers, the reciprocal-loan "sw

ap" agree-
m

ents—
has been established. N

ow
, by 

tak
in

g
 th

e lin
ch

p
in

 o
u
t o

f th
e m

a-
ch

in
ery

 w
ith

o
u
t (so

 far as h
as b

een
 

revealed) any prior consultation w
ith 

anybody, apart from
 • last m

inute for-
inform

ation-only notification of C
an-

ad
a an

d
 Jap

an
, th

e P
resid

en
t w

o
u
ld

  

seem
 to have done •his best to knock 

dow
n w

hat has been built. 
T

h
e n

earest p
arallel is th

e p
erm

a-
nent suspension of gold paym

ents by 
B

ritain on S
ept. 21, 1931. W

hile neces-
sary

 b
ecau

se o
f B

ritain
's eco

n
o

m
ic 

w
e
a
k
n
e
ss, th

a
t w

a
s n

o
t sa

lu
ta

ry
. 

C
haos resulted. T

he pound in term
s of 

dollars quickly dropped from
 $4.86 to 

$3.50; trading nations seeking com
peti-

tiv
e ad

v
an

tag
e reso

rted
 to

 d
ev

alu
a-

tio
n

s o
f th

eir o
w

n
; co

n
fid

en
ce in

 
m

oney w
aned everyW

here, and inter-
national trade dried up. 

It is tru
e th

at th
ere are m

an
y
 d

if-
feren

ces in
 th

e tw
o
 situ

atio
n
s, th

e 
chief one being the present industrial 
strength of the U

nited S
tates. P

erhaps 
w

orld m
oney is now

 on the autom
obile 

standard. B
ut there is one m

ore cause 
fo

r d
isq

u
iet, an

d
 th

at is a su
sp

icio
n

 
th

at th
e P

resid
en

t an
d
 h

is ad
v
isers,' 

in m
aking their D

raconian m
ove, did 

not understand w
hat they w

ere doing. 
M

r. N
ix

o
n

 is at p
ain

s to
 p

o
in

t o
u

t 
that the dollar has not been devalued 
an

d
 th

at th
e o

fficial p
rice o

f g
o
ld

 is 
still $

3
5

 an
 o

u
n

ce. T
h

e g
o

ld
 is still 

o
n
 th

e sh
elf o

f th
e sto

re, th
at is, an

d
 

its price is •the sam
e as yesterday; the 

o
n

ly
 th

in
g

 is, it isn
't fo

r sale rig
h

t 
n
o
w

. D
o
es th

at m
ean

 its p
rice is th

e 
sam

e? O
bviously not; its price, in m

ar-
ket term

s, is infinity. 
A

gain, the P
resident describes the 

actio
n
 o

n
 g

o
ld

 as "v
ery

 tech
n
ical." 

U
n
ilaterally

 o
v
erth

ro
w

in
g
 a lo

n
g
-

stan
d
in

g
 sy

stem
 b

ased
 o

n
 w

ritten
 

agreem
ents and constant consultation 

is h
ard

ly
 m

o
re accu

rately
 d

escrib
ed

 
as tech

n
ical th

an
 b

reak
in

g
 a treaty

 
w

ith a surprise arm
ed attack. 

O
ne hopes for an early restoration 

of gold paym
ents, pending an interna-

tio
n
al ag

reem
en

t to
 scrap

 th
e b

ar-
barous m

etal at last. A
s G

eorge S
an-

tay
an

a said
, "T

h
o

se w
h

o
 can

n
o

t re-
m

em
b

er th
e p

ast are co
n

d
em

n
ed

 to
 

rep
eat it." 

John B
rooks o

f T
h

e N
ew

 Y
orker 

is 
a
u
th

o
r o

f 
"

B
u

sin
ess A

dven
tu

res,"
 

"O
nce in

 G
olconda" and other books 

on th
e fin

an
cial m

ystiqu
e. 


