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MONEY, ITS FUNCTIONS AND TYPES 

Money is a combination of financial assets that are regularly used for contracts 

and focus on absolute liquidity, i.e. the ability of money to be exchanged on any 

goods almost instantly and without losses [2]. It is a general equivalent, measuring 

the value of all goods and services. Money has the following functions:  

 Measure of value 

 Medium of exchange 

 Means of payment 

 Means of accumulation  

 Global money  

Money is measured and compared in order to establish the value of an item. The 

measure of value function is performed by so-called ideal money. The available 

money is not needed. The value of money as a medium of exchange is determined by 

its purchasing power. The purchasing power must not necessarily be stipulated by 

real value, for example, the price of gold, of which money is made or to which they 

can be easily exchanged (gold reserve). The goods are exchanged in the process of 

purchase – sale. The medium of exchange function is performed by real money that 

plays the role of an intermediary between different goods. The process of satisfying 

the needs of economic agents is accelerating. Money serves as means of various debts 

repayment between the entities of economic relations arising in the process of 

expanded reproduction.  The means of accumulation function is associated with the 

ability to be a means of saving money value and a representative of the abstract form 

of wealth. Money comes out of the sphere of circulation and turns into treasure. 

Money serves as value circulation in the international economic turnover providing 

relations between countries. Monetary Exchange is a system of  trading in which a 

commodity, or token, that  we  call  money serves  as  the  means  of  payment  and 

the medium of exchange [3]. Money reduces  transactions costs and  makes  millions 

of  transactions  possible that otherwise would  not  be  worth  undertaking. Imagine 

the  chain  of  barter  transactions  you’d  have  to  go through every day to get your 

coffee, coke, textbooks, lecture’s  time, lunch  and  all  the  other  goods  and services 

you  consume. In a monetary exchange system, you exchange your  time and  effort 

for  money and use that money to buy the goods and  services you consume, cutting 
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out  the incredible hassle you’d face each day in a world of barter. 

Economic theory identifies two main concepts of the money origin: 

 Rationalist. Money arose as a result of the rational agreement between people 

through the need for special tools to serve the areas of commodity circulation. 

 Evolutionist. Money is picked out from the general mass of commodities, as it 

is the most suitable to perform the function of monetary goods. Any item becomes 

money only within a particular social form, commodity production and circulation 

[4]. 

In terms of material content there are two types of money: of full value 

(commodity and metal) and of deficient value (paper and credit): 

 Money of full value is that the nominal value of which corresponds to the value 

of the precious metal contained in it. This type includes commodity money and metal 

coins. 

 Money of deficient value does not have its own substantial value. It includes 

paper money, credit money and billon coin [4]. 

Commodity money is a kind of money serving as a commodity (such as cattle, 

corn, shells, fur). That is, items that can be used directly, but at the same time they act 

as the other goods equivalent of value. The purchasing power of commodity money is 

based on the value of a particular product acting as money. Metals  such  as  gold, 

silver  and  copper  have  long  served  as  money. Most commonly, they serve as 

money by being stamped as coins. Primitive  societies  have  traditionally  used  

commodities  such  as  seashells  as  money. During  the  American  Civil  War, and  

for  several  years  thereafter, people  used  postage  stamps  as  money. Prisoners  of  

war  in  German  camps  in  World  War  II  used  cigarettes  as  money. Using  

cigarettes  as  a  medium  of  exchange  should  not  be  confused  with  barter. When  

cigarettes  play  the  role  of  money, smokers  and  not-smokers  buy  and  sell  goods  

by  using  cigarettes  as  means  of  payment. Any  commodity  can  be  used  as  

money  if  it  is  durable, easily  divisible  and  accepted  as  a  form  of  payment. 

Metal money first appeared as pieces of metal of different shapes and weight 

that eventually transformed into the form of coins. Coin money, made of metal (gold, 

silver, copper or alloys) of statutory weight and shape is used as a means of currency 

and payment. In modern societies, governments provide paper money. Paper money 

does not have its independent value or this value is not commensurate with that of the 

nominal. It is issued by the state to cover its (budget) expenditures, endowed with 

compulsory rate and recognized as legal payment throughout the territory. 

Credit money is the claim to natural or juristic persons, a specially designed 

debt, usually in the form of a security, which can be used to purchase goods 

(services) or pay debts. Credit money includes promissory notes, banknotes, checks, 

electronic money and credit cards. The  banking  system  also  provides  money  in  a  

form  of  current  accounts. Current  accounts  can  be  used  for  settling  debts  

simply  by  writing  an  instruction — writing  a  check — to  the  bank  requesting  

that  funds  be  transferred  to another  current  account. Electronic  links  between  
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bank  accounts, which  are  now  becoming  more  widespread, enable  direct  

transfers  between  different  accounts  without  any  checks  being  written. 

The monetary system is the form of currency defined by a state. It was 

historically formed and governed by the laws of this state. Its basis is a set of 

economic relations and institutions that ensure its functioning. Every industrialized 

country has its own monetary system. Each of the existing monetary systems has 

many common features and includes the following elements: 

 currency; 

 types of state banknotes ; 

 scale of prices; 

 exchange rate; 

 order of cash and non-cash issue and circulation of banknotes; 

 regulation of non-cash circulation; 

 rules for export and import of national currency and organization of 

international payments; 

 state authority responsible for monetary - credit and currency regulation [5].  
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Збірник містить матеріали науково-практичної конференції викладачів і 

студентів «Мова, культура та освіта». Доповіді відображають широкий спектр 

досліджень із галузей мовознавчої, культурологічної та педагогічної наук: 

методика викладання та інноваційні технології навчання, культурологічна 

парадигма освіти, новітні напрями у сучасному мовознавстві, реформування 

системи професійної та довузівської підготовки. Представлені доробки 

учасників конференції можуть бути корисними для викладачів, учителів, 

наукових працівників, аспірантів, магістрантів, студентів та всіх, хто цікавиться 

питаннями підвищення якості освіти. 
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