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Session overview 

• This session focuses on introduction to money which is used by 
every citizen in an economy for various purposes. The session 
essentially deals with the evolution of money, qualities of good 
money as well as the functions of money in an economy.  
Goals and Objectives 

• At the end of the session, the student will 
• Be able to explain the barter system of trade. 
• Be able to define money  
• Be able to outline the qualities of good money. 
• Be able to describe the functions of money in the 

economy. 
• Examine how the ability of money to perform its function 

can be affected by high inflation.  
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The Barter Trade System 

What is the barter system? 

Barter is a method of exchange by 
which goods  or services are directly exchanged for other 
goods or services without using a medium of exchange 

– Example: 

– A horse may be exchange for a cow 

–  A lecturing service may be exchange for a root of cassava 

– Concert show may be exchange for a bow of cola or two 
pieces of plantain. 
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Problems of the Barter system  
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• Double Coincidence of Wants: It is necessary for a person who wishes to 
trade his good to find someone who is not only willing to buy good, but 
also possesses that good which the former wants. 

• Lack of Common Measure of Value: This relates to the unavailability of a 
common unit in which the value of goods and services should be 
measured. 

• Indivisibility of Certain Goods: Indivisibility of certain goods say  a cow or 
sheep makes it difficult to operate.  

• Difficulty in Storing Value: In this system trying to save an item or real 
capital as an asset for future consumption or use is likely to face the 
difficulty that during the intervening period the stored commodity may 
deteriorate or go bad. 

• Difficulty in making Deferred Payments:  Transferring payments that has 
to be made now to the future was inexistence. 

 



What is Money? 
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The functions of Money 
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Functions of Money cont’d… 
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Functions of Money cont’d…  
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Characteristics of Money 
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Characteristics of money cont’d.. 
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Characteristics of money cont’d… 
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Characteristics of money cont’d… 
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Characteristics of money cont’d…  
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