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C. Swanson

Assignment 6

 Fixed and flexible exchange rates

Read the case: The Decline of the Dollar: 1978 (pp. 508—528).

1. How was the financial picture of the U.S.  in 1971 similar to that in 1931 and how was it different? (Give yourself a page.) Pages 38 to 48 might be helpful.

2. Who favored wage and price controls and who was against them? Give reasons for both sides in both cases.  (Discuss presidents as well as bankers and business people.)

3. What role did the Japanese play in determining the value of the dollar in the 1970’s and what was their motivation?

4. What does it mean for a currency to “float”? What advantages and disadvantages exist for business people when a currency floats?

Read the case: A European Central Bank?

5. What was the origin and purpose of the European Monetary Union? Who gains and who loses (within Europe) from such a plan?

6. Who was Jacque Delores and what was his plan? (Give yourself a page for the answer.)

7. Countries that form a monetary union need to coordinate their fiscal policies (policies on tax rates, spending, deficits). 

A. Why is this true? (Give yourself at least half a page.)

B. Did the European countries recognize this need or did they pretend that fiscal policy did not matter?

8. In 1998 has the European Monetary Union plan been scrapped or is it progressing on the course outlined in the Delores report?

