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LESSON 11 
 

 

 

 

 

 

 

Introduction:  

This lesson is based on the notes on “Resource 11: Characteristics and Functions of Money”. 

Instructions 

1. In your Exercise Book, copy the Header and the learning outcome. Make sure that your 

Handwriting is neat and legible. Go through your lesson notes and attempt the Practice 

Exercise in you exercise book.(We will be checking your Exercise Book when you return to 

School) 

 

 

 

 

Please read your Lesson notes (resource) and complete the Practice Exercise 11 below 

Resource 11: Characteristics and Functions of Money 
 
What is Money? 
Money  is  anything  which  is  generally  accepted  as  payments  in  exchange  of  goods  and 
services  and settling debts.  In other words, money is a legal tender which means it must be 
accepted if offered as payments for goods and services.  Money comes in the form of notes and 
coins.  Below are pictures of PNG money. 
 
The important features or characteristics of money are listed below. They are: 

1. Scarcity - money is scarce or in limited supply. 
2. Easily recognisable - it can be easily identified. 
3. Portable - easy (convenient) to carry around. 
4. Divisible - it can be easily broken down into smaller units. 
5. Acceptability - it must be generally acceptable in payments for goods and services. 
6. Uniformity (homogeneity) - standard units are easily identified, for instance, 10 toea coin 

can be easily identified from a 20 toea coin. 
7. Durable –long lasting/ used over a longer period of time. 

 
Functions of Money 
The four (4) main functions of money are: 

1. Medium of Exchange - it is offered as payment for goods and services. 
2. Measure of Value - it is used to measure the value of things in a standard way.  
3. Store of Value - it means keeping away wealth for later use. 

Subject: Grade 12 Economics 

Term 1 

Week 8 Lesson Number: 11 

Date: ___/____/2021 

Topic: Money & Banking 

Sub Topic: Characteristics & Functions of Money  

Learning outcomes: At the end of this lesson, you should be able to: 

1. identify characteristics of modern money 

2. explain what money is identify and explain functions of modern money 
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4. Standard of deferred payment - it necessitates payments (contracts and loan 
repayments,) to be made at a later date. 

Problems in traditional economy 
The use of money helps to overcome the following problems in subsistence economy related to 
barter system. 

1. Double coincidence of wants 
2. Limited specialisation 
3. Low productivity 
4. Problem of divisibility 
5. Problem of portability 
6. Problem of storage 
7. Problem in agreement on the value of goods 

 
Modern money and trade in the modern economy 
In modern economy money (currencies) were introduced to necessitate the increasing trade 
within and between countries. For example, the currency for PNG is Kina,  Australia is Dollar,  
India  is  Rupees,  Japan  is  Yen  and  Europe  is  Euro  Dollar.  Countries  trade  based  on  the  
exchange  rates  depending  on  the  individual  country’s  method  of  exchange  rate.  For 
instance, PNG is using a managed float exchanged rate method (refer to exchange rate for 
further explanation). 
 
Types of Money 

1. Metal Coins – are generally used for smaller units of currency.  For example, K1, 50t, 20t, 
penny and cents. 

2. Notes  -  are  larger  denominations  of  currency,  for  example,  K2,  K5,  K10,  K20,  
K50  and K100. 

3. Commodity Money – has a commodity value that is used as money, for example, gold 
and silver. 

4. Token Money – refers to coins without commodity value. For instance, money exchanged 
for token money to play video games. 

5. Currency – refers to notes and coins, for example, Kina and toea. 
6. Bank  Deposits  –  are  cheque  (current  or  demand)  deposits,  savings  deposits,  and 

term (Time) deposits in fixed accounts. The cheque itself is not money (not a legal 
tender) but it is a sign of availability of money. 

Note Making: 

Step 1: Read Paragraph 1 (what is Money?) 

a. Identify and write down the topic sentence in your own words into your exercise book.  

Step 2: Copy the characteristics of money into your exercise book. 

Step 3: Copy the functions of money into your exercise book. 

Practice Exercise 11 

Read Resource 11 on “Characteristics and Functions of Money” and answer the questions. 

Copy the Questions first and then answer the question in complete sentences. 

1. Before you read the notes on “Characteristics and Functions of Money”, what do you 

think money is about?  Begin your sentence like this: I think money is about……… 

Now read through the notes on Characteristics and Functions of Money.  
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2. List two problems faced in the traditional subsistence economy that are results of no 

modern money being used. 

3. Explain the problem of ‘double coincidence of wants’. 

4. How does modern money assist business activities and satisfy needs and wants of people? 


