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Introduction
The gold standard currency is a economic system whereby the currency of a country has a value that can be openly related to gold. The countries that used the gold standard had an agreement to change the paper money into a permanent amount of gold. Therefore, a country that used the gold standard set a permanent price for the gold and bought and sold it at the same price. The countries that used the gold standard stopped and started using fiat money which focused on the currencies of the countries being convertible (Braga de Macedo, Reis, & Eichengreen, 2005). The gold standard became the main international standard used in determination of the rate of currency of a country in relation to other countries’ currency.
The U.S used the bimetallic system of gold and silver in the 1780’s. In this regime, the silver coins were more favorable and the domestic purchases were rarely done using gold coins. From 1834, the congress adjusted the ratio of silver coins to gold coins from 15-1 to 16-1. Therefore, gold became economical compared to the world's market price ration (Eichengreen & Temin, 2016). At around 1850 silver had disappeared from exportation and the gold coins became the principal currency in the USA. In 1879 the classic gold standard was adopted and was used to determine the value of the currency of the country. The country continued to use the gold standard until the year 1971.
The change from the gold standard by the U.S occurred in 1971 due to the deficits in the balance of payment for the U.S since most of the countries paid their international trade balances using the U.S dollars yet the federal government had guaranteed to convert the other central bank systems of dollar for the gold at the fixed rate. Therefore, this led to decrease in the gold reserves since the balance of payment deficits had persisted. Additionally, since the exchange rates were fixed, the use of gold standard led to the similar movement of price levels around the world. The fixed exchange rate that was caused by both monetary and non-monetary shocks affected the flow of gold and capital between the two trading countries. The shock experienced in a country affected the supply of money, expenditure, real income and the price levels in another country which hugely affected economic performance.
The country changed from the gold standard because other countries such as Belgium and France did not follow the rules set such as not allowing the interest rates to raise enough to decrease the prices of domestic products. Additionally, most countries broke the major rule of sterilization whereby they protected their domestic supply of money from the external disequilibrium. The countries used strategies such as selling and buying of securities to reduce the supply of money. All these factors contributed to the change of the U.S to fiat money.
Conclusion
The use of the gold standard was a method to maintain the international balance of payment between states. The countries had to use fixed rates of their currencies for the gold. The gold standard was used by almost every country but after the World War countries changed from the use of gold as a measure of currency to the use of money which was more convertible and did not need countries to have a fixed rate. Therefore, this created the changes in the balance of payment.
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