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Function(s) of Money,
Measuring Value

|. Course Description

Il. Origin of Money
A. Not finventedo

B. Menger® theory

lIl. Function vs. Functions of
Money

I\V. Objective Theory of Value

V. Modern Subjective Theory
A. No Equality of Value

B. Objective Prices,
Subjective Valuations

C. Ordinal vs. Cardinal
Ranking

VI. Does Money iMeasureo
Prices?



|. Course Description






A. Money Not finventedo
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Carl Menger

B. Menger® Theory of Origin
of Money



1. Limitations of Direct Exchange



2. Liquidity or riSaleabilityo



Farmer’s preferences
for direct use

1st Repaired shoes
2nd  Eggs
3rd  Bacon

Bacon
Repaired
shoes

1st Bacon
2nd Leisure
3rd  Eggs

3. Medium of Exchange



Money Is a medium of
exchange that is accepted
(almost) universally within a
certain community.

4. Definitior



A Divisible

A Durable

A Convenient market value by
weight

A Homogeneous, identifiable units

A Easy to transport

5. Qualities (not Definition!) of a Good
Medium of Exchange



Mises argues that the function of money
IS to serve as a medium of exchange.
This subsumes other typical functions
touted by other economists, such as:

A Store of value
A Standard of deferred payments

A Unit of account



