When the humae c-uxc;lu{a:;(wn was not develope
goods which they produced for those which other
K ptl‘“d* for goods is called barter. But as the years rolled by
organization S Yo complex, barter system was found "\nq When , ‘b, |
The difficulties in barter system were replaced with the j tu be noy Pr “
2 Y p . * 1N T( i a ’
Money has been defined as the medxum of exchange. ACCOrding t‘gi:utm, | ey, 4]
is defined as * Anything which is widely acceptable in discharge of obl, ati {“l?"r Son "™
stages in the development of money are as follows. ' Sationg -

d, People used to
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1 Commodity Money: The earliest form of money consisted of
cattle, skins, elephant tusks etc. These were accepted as th
all the people. o it
Metallic Money: AS the c1v11}zat10n adva_nf:ed, people found it T
the exchange transaction with commodities, as they were found to b: to Can
venient. Commodity money gave way for the metals to be used a m:
metals include gold, silver, copper, bronge, etc. F}'om the beginnin of ne': Ty
duction, Government kept the 1:1ght to issue coins and certify thej, wet"nr h
uality. Metals were convex.'te.d into coins for this purpose. igh ,
3. Paper Money: Paper money 15 u}troduced to supplement the metallic money y,
paper money was introduced, it was backed up by exactly equal amqyy, M
or silver kept in reserve by the issuing authonlty, Bqt NOW paper mong, 15
backed up by metals like gold and silver, ‘t:ut only proportional reserves .
tained. Their issue rests more on people’s confidence on the issuing o

i i hon
Such a currency is called fiduciary issue and Indian currency largely is of f d&c_‘

iSSue. '
4 lI;mk Money: Paper money has been supplemented or at times replaced byl

money. It refers to the bank deposits. Deposits can be converted into moneyth
depositors through cheques.
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KINDS OF MONEY

. Thes
The main kinds of money are (1) Metallic money and (2) Paper money. T
further divided into standard money and token money.

1. Standard Money: For such type of money, intrinsic value (real \'Qhﬁ i
value (the value written on the coin). It is subjected to free comcn Ee,y o
made of gold and/or silver. As such, no country has such a mo
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Money: This m(n}ey is mad? up of “h(rap('r metal, Ity (.
; Tokpn't trinsic value. The rup("(‘ 15 a standrq tnit of "mm‘y flu’ v;mn. IS greator
J its o . its real v; > ¢ . ) 'Y in ndia, b b
ghan! s greater than it alue and algg 8 not subjecteq ¢ {  but ity face
galue ;wrc of standard and token money, O free Colnage, |y
3 .. 4 MIX
e . 16 ¢ .
A oney: Followine 0 L
N haracterlsﬂcs of Money & are the characterjgyjc

S of money,

- isability As it used as medijum of exchange, money shoylqg be o

1. zed by oné and all. K.eepi.ng this in view, the Citizeng of a nation g;‘:/:‘ ,\}: Jl,” :'p, -
,z'r respecﬁve currencies, issued by‘monetary authoritjeg, In Indiga the 1" o
t};eclurrer‘cy and its value are determined by RBI and Ministry of Finaﬁ(("cmmum
\ ;ﬁlity: When money is deposited by thfe Public in differeng fipq .
' will get different mterest. rates. This is dye t, the fact that money-recejy;
thincy (borrowing agency) will have different tj st
a

me utilities for mope . :
any, t o ds, they use the money for the Pest alternative purpose and acco;ging]ly( ’;:]L;
of o h:% ihe interest t?,t.he lenders, deplex_lghng on the need. Similarly money will haye
 th, so;? possession utilities and place utilities a]g0.
)racﬁfahc;a portability: Tt should.facilitate eas'y c.arrying from one Place to another without
‘Of %6 3. expense Or inconvenience .to the .lndlvidual user. In other words, the bulkiness,
o p ne’ weight and other inconvemer}ces.m the transactions are reduced with the help of
e djff%‘ currencies of different denominations, such as Rs, 5, Rs,

10, Rs. 20, Rs, 50, Rs. 100,
Rs. 500 and Rs. 1,000 notes.

/
Wy, 4 Durability: Coins are more durable than t.he Paper currencies. Particularly, curren-
ESirgg ; cies of lower der.lom.matlol}s viz., 10 paise, 25 paise, 50 paise, one rupee and 5
: rupees are being in circulation in the form of coins in order to provide durability.
Cany, Similarly keeping the same purpose in view, the standard paper is used for print-
Y ingy ing currency notes.
Y. meg 5. Indestructibility: In the normal usage the coins should not get disfigured easily and
H; inty the paper currency should not get torn easily in the circulation,
fay - ;
pie 6. Stability: The value of money should not be changmg. It should be more stable, For
W this to achieve there is need to eliminate inflation in the economy.
. Xt
ofg 7, Homogeneity: All coins of the same meta] should be as identica] a5 possible with / !
' w regard to quality and weights. Simﬂarly notes should be printed with the same i
ema;- quality paper with utmost caution and use of sophisticated machinery, otherwise lan,
W fake notes come into circulation and cause inflation.
e e
8. Universal Acceptability: The value of the currency issued by monetary authority in
e the country should be recognized uniformly in all the states of the nation. Such >y
b currency of the nation will be accepted mternatlonaHy also, provided the currency y
i follows the norms of international monetary authority. Mo
: . P ' a /.
Functiong of Money: Money performs five important functions. il
;L Mediyp, of Exchange: Money facilitates the buying and selling of goods and services
3 a medium of exchange. . UK
2. 4 L{nit of Account: Money is used as the measure of value of all goods and
Services, Rupee is the

monetary unit in India. The value of all goods and services Swa
'S expressed in rupees,
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