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Unit One

Text

THE FUNCTIONS OF MONEY

[We are all familiar with money. Igter all, we handle it
every day of our lives and its use regul‘zﬁes\ﬁmy of our daily
activities} Yet how often do w e to consider just how
artificial a device it is ? everthdﬁftl e invention of money
was as crucial to the development of our modern commercial
economy as the invention of the wheel was to the development of
technology.

Once money has been invented, it soon comes to perform a

number of different but related functions.

A Medium of Exchange

As we have seen, money was probably first}:;ngg_d to
provide a medium for exchanging disparate commodities. It
permits a simplified form of indirect exchange. The carpenter
sells his chairs for an amount of money, and then_uses that
money, or at least part of it, to buy his food. Likftlv?l%e in a
modern society, a bank clerk sells his labour to his employer for
an agreed sum of money and then uses that money to pay for the
necessities of his life: food, clothing, accommodation, and so

1
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on.

In the example which we have been considering, the three
participants ( and indeed their whole society ) could have agreed
to use bread as their money. In the early stages, items used as

money would usually have an intrinsic value over and above their

&lus_as money. The hbﬂier would be Treassured by the

&

knowlédgé that he could use his “money” either for its
purchasing power or for its original purpose. Thus, the baker
could have bought his pots for an agreed number of loaves and
the potter could then likewise have purchased his chair using his
“money”. He would have some bread left over, which he could
either eat or spend on something else. Significantly, the baker
and the carpenter no longer need to meet to agree on the value of

the goods which they are supplying.

A Unit of Account

The second function of money arises almost immediately: it
comes to act as a unit of account by which the prices of all
commodities can be defined and then compared. This, of course,
simplifies the task of deciding how we wish to divide our income
between widely disparate items. For this reason it is sometimes
said that money acts as a “measure of value”, and this is true
both if value is taken to mean both “price” and “worth”, the
latter being a much more subjective definition. Thus we may say
of an article at which we have been looking in a shop, “It’s not
worth that price”. This could mean either that we believe that
we could obtain the item elsewhere for less money, or that we
are not prepared to pay so high a price for it, preferring to put

2



our money to other uses which we think would be more
rewarding. In either case we are using the money cost as our

measuring rod.

A Store of Value
If we wish to purchase something very costly, we must first

“wealth” to do so. Without money, this

acquire sufficient
necessitates the stockpiling of other commodities pending their
exchange for the desired item. (This runs the risk that demand
for the items held will diminish before the exchange can take
vplaqé.\l)/lt also cause é%leems for the individual who produces
/ glié%ab/l:iégﬁ'%\ e s?ockbreeder, for example, cannot store
indefinitely the meat which he produces, while trying to build up
a store of wealth he would have to make an intermediate
exchange of his meat for some more durable commodity! "
In a similar fashion, the p_rovident person will ugually wish

to build up a store of wea.lth out of which he can meet
unexpected future needs. This is often referred to as one’s “nest
egg”. The use of morwakes it relatively simple to accumulate
just such an item, prov1dedfof course) that the individual has a

surplus of income over expenditure. By inventing money, we

have now invented the concept of saving.

A Standard for Deferred Payments
Finally, money can be used to set the level of a payment
which is due to be made at some time in the future. Thus, our
carpenter can enter into an agreement to produce a complete set
of chairs and a table for completion next month in consideration
3
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for payment on delivery of an agreed sum of money. This is

really an extension of the use of money as a unit of account. This
e ——"

function of money, of course, permits commprcnal ” lending to

take place: a borrower can agree that if a lenaer ler supplies with

ten units of money today, he will pay back eleven units in three

months’ time. The charging of&(t_gis\t_has become possible.

3o

New Words
regulate [ 'regjuleit ] v. B, A
artificial [ \a: ti 'fifel ] a. AN ey, TRy
crucial [' kru:Jal ] a. WMAEEMN, . REHEN
perform [ pa 'f o:m ] v. KIE BT
medium [ 'mi:djom ] n. (pl. media ) FE& A
disparate [ 'disparit ] a. RAAHHIE #
commodity [ ke 'moditi ] n. (FREBE&K,. 5%
necessity [ ni 'sesiti | n. (FREIVTER
accommodation [ @ \koms 'deifon ] n. FETE L
participant [ pa: 'tisipant ] n. &5
item [ 'aitem ] n. mh E_»Dﬁ: H
intrinsic [ in 'trinsik ] a. WEER, SEEM
reassure [ ri:a 'fua ] v. e PRIE , 8 %L
significant [ sig'nifikent ] a. HEMW
account [ o 'kaunt ] n. HE;KkH
arise [ o 'raiz ] v. HE, k4
define [ di 'fain ] v. TreX,RE
simplify [ 'simplifai ] v. fEifk
subjective [ sab 'dzektiv ] a. ESp U]
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definition [ ,defi 'nifon ] 2.
rewarding [ ri 'wo:dig ] a.
rod [ rod ] n.

acquire [ o 'kwaia ] v.
sufficient [ sa 'fifant ] a.

necessitate [ ni 'sesiteit | v.

stockpile [ stok 'pail ] v.
pending [ 'pendin] prep.
diminish [ di 'minif ] v.

perishable [ 'perifabl ] a.

stockbreeder [ stok 'bri:ds ] n.

indefinitely [ in 'definitli ] ad.
durable [ 'djus rabl ] a.

provident [ 'provident ] a.

accumulate [ a 'kju:mjuleit ] v.

. ol s .
_[:)_rg@j pra 'vaidid ] conj.

surplus [ 'sa: ples ] n.
expenditure [ iks 'penditfs ] n.
deferred [ di 'f a:d ] a.
delivery [ di 'liva ri ] n.
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Phrases and Expressions

be familiar with
after all

be crucial to
over and above

be reassured



leave over BT;®T

Tagreeon Xf oo B — 5
act as 4

in a similar fashion k=3

be referred to as BEFRAE

’}Eve a surplus of BEER

enter into an agreement 3 AN

supply sb. with sth. mEABRLEEY

1.

Notes to the Text

after all “BEH"(REMN HF N FEBHFL); X "KRELLE
R (G- SRICHZER BIE) .

Bt .

It is well known that many parts of the world such as the
United States and Japan have entered into an era of electronic
banking, but money is not out of date after all.

RETRAR, MR EFEZ T, mEEMB A&, EHHAT BFRIT
BB T TR B A At

Although the government has carried out the tight money

policy, the inflation keeps getting worse after all.

BRBIFEGT T RERTBR, @R EKRLERH 2BK.

Nevertheless, the invention of money was as crucial to the
development of our modern commercial economy as the
invention of the wheel was to the development of technology.
B, BmE 2N FRONARELEFHERE, WFE% T
R FHAHERFAKEE,



A RA WA, B as crucial as 5| F, KB HFHANEY 55
24 the invention of money to the development of our modern
commercial economy il the invention of the wheel to the

development of technology.

. the three participants ( and indeed their whole society ) _
could have agreed to use bread as their money.
REASE5FEERLBEEMNOEMEETRHRERER
HRLERMBITRRT.

AR R EUES, LAFEE XM,

. The holder would be reassured by the knowledge that he
could use his “money” either for its purchasing power or for
its original purpose.

BT REA A E BB LU X AR5 T A — K SR
FRERHFERMWEN REEBURT .

. for an agreed number of loaves “HRMAZFhEERFAESHE
H T £

for “4EJgeeeees AR (RRELHZHLAER)

Bilgn .

I paid 5 pounds for this financial magazine.

RETHEBGEXFERMAES.

5. The second function of money arises almost immediately . it

comes to act as a unit of account by which the prices of all

commodities can be defined and compared.

PEZ P AERMREMESE IR B S e kAEA, I DAk
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TE T LB BT A R A9 4% .
arise “H I, BH”; XA M e 51 &7, & A

from,

il 4n .

Financial crisis arises from the over-movement of hot money.

EREIEHRENTERSTIRY.

7. measure of value “#M & R E”

8. and this is true both if value is taken to mean both “price” and
“worth”, the latter being a much more subjective definition.
B ERRRR “DHE" B RN ES, FER—-AEME
WRHIE S, AR 4, BRI A MR EFA .

EE \porth RME—ESHFHHBR P& BETEKET
BREDRE HAE [ wo:0). )

ilan . '

twenty dollars’ worth of coins —+ X JTHFET

the latter (J5 &) % 1 the former () AHXT Y .

Bilgn .

The International Monetary Fund and the World Bank are
both international institutions and membership in the former
is a prerequisite for membership in the latter and its affiliates.
P £ T B 4 2 R AN HE SRR AT 3 0 B PR AL (B AT I &
RERIMAGE REW B LERME.

9. Without money, this necessitates the stockpiling of other
commodities pending their exchange for the desired item.
ERAERTROHELT, MLBEKRP BB AN Y & Z 80, %
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HAbrs Rk,

the stockpiling of other commodities & —~H of 4 W K314
HEE. BIERNEETRASESH, DM R
R,

pending ){]ﬁiﬂyﬁfﬂ“ﬂ ...... %Iﬁ]”“& ...... l«‘lﬁﬁ”,%—‘ﬁ%
BIERMHE.
il an

The price must be fixed pending the conclusion of the
contract.

EAAEITZHT, LAIEM AT E T k.

pending the negotiations 7E iR ¥ i [8]

pending somebody’s arrival 7E 3 A B3k Z &

10. build up a store of wealth“FR R E”

11.

build up & H“HRE”
il

We should build up a reserve fund to meet emergencies.

RIMMEZRREEEUNBZH.

This is often referred to as one’s “nest egg”. XEtE % Br
BRI FENHRREATEFRER”.

be referred to as BHRH“FRHN”

il 4n .

This type of international money is referred to as special
drawing rights ( SDR ).

X B PR T AR AR A 4R SKAX

nest egg R X RIS BUALILELELERTPZRANEEY
B AL HE“ Hg AR R 6E T AR .




12. ...

13.

14.

provided of course that the individual has a surplus of

income over expenditure.

------ R BN ANERAKRTF X M.

------

provided that &R U HEMERIN2
%_M
il an .

Provided that a satisfactory cash ratio was maintained, the
bank would always be able to meet the day-to-day

payments.

MRRESARENRE LR RTHRA LW R BFRSA.

money can be used to set the level of a payment which is due
to be made at some time in the future. ..

AT LA 5% T 9 R 7 R A B R B A KB AR e e

be due B4R % BB, 7T DAt [all (3% become, 3%
come ) due“ﬁyﬁ’;o T

fian .

The bill is due. XKFEFEEEIH.

the amount due to sb. “M{TAFE AKX
/w_m—’v—‘—/

if a lender supplies him with ten units of money today

R 404~ K 5% 77 1a) ftb 3 43+ B AL Y 4% 70

supply somebody with something “[m] 3 ARG E 7, KUK
¥ B & B : provide somebody with something # furnish

somebody with something,

10



Exercises
. Answer the following questions according to the text.

. What can the invention of money to the development of our
moder.n commercial economy be comparable with ?

How does money perform its function as a medium of
exchange ?

3. How does money act as a unit of account ?

. How is the function of money as a store of value realized ?
Explain the function of money as a standard for deferred
payment .

. How many functions does money perform ? 4

7. What is the relationship between these functions of money ?

8. As an economy develops, do you think the functions of money
will be extended ?

. Do you think “electronic money” will finally take the place of

. 7/
money we are using at present ? \1

10. What can you predict for the changes of money in its

functions in the days to come ?

II. Find the words in the right-hand column that match the

words closest in meaning in the left-hand column.

1(}\\) medium a. giving the personal or individual point of
view
2(\[ ) regulate b. make necessary

11



