
Barter to Money: Subsistence To Sophistication 

Recall the discussion on man’s desire to satisfy his wants and needs.    Satisfaction is affected by scarcity 

of resources. Hence the economic problem facing most societies: how to satisfy those unlimited desires 

with the scarce resources available. 

The first attempts were focused on satisfaction of primary needs [food, shelter, and clothing]. This was 

called subsistence [providing only enough for oneself and immediate family]. Economists referred to this 

approach as direct satisfaction of wants. 

As families grew, society expanded reducing the resources available for satisfaction. At the same time 

families tried to stay in one place.. thus the nurturing of animals and plants replaced hunting.  A system 

of exchanging goods for other goods took root.  This system was called barter [(based on the double 

coincidence of wants) describe this system]. 

The barter system worked for a while, but then its limitations were soon exposed as societies got bigger.  

Some of the limitations were: 

 Rate of exchange 

 Indivisibility of certain commodities 

 Store of wealth/value 

As there were so many issues with exchanging until one got what they wanted, the process of trade 

became sophisticated… and the concept of money was introduced.  Money caught on quickly because it 

had a measure of value and a medium of exchange. 

Money was not always in the form we know it. It developed from shells (peas etc) to the paper and non-

paper version we have today.  Today for money to be considered in trade it must have the following 

features. 

The sophistication of money led to indirect satisfaction of wants and needs.  New concepts of the 

economy developed especially specialization and division of labour. 

Some of the advantages: 

 Increases the skills (especially repetitive tasks) 

 Increases productivity (mass output) 

 Reduction in production costs 

 Possible improvement in quality 

Some of the problems : 

 Monotony 

 Impersonalized work environment (large scale plants) 

 Disassociation or loss of pride in the product itself 

 Lack of capital to expand 


