
Master 1 Economic sciences  

Lesson 02: 

Lesson focus: 

• Reading: Money in an economic system. 

• Vocabulary: synonyms 

• Grammar: Simple present passive 

• Writing: Translation 

Money in an economic system 

 Money facilitates market activities and is necessary for complex market systems. With 

money, people can avoid the problems associated with coincidence of wants. Among, these 

problems is the pricing of commodities. Prices stated in terms of all possible trading goods 

makes it difficult to determine what anything costs. In barter economies hours are spent in 

negotiating for even simple transactions, these hours are resources that could have been spent 

on other activities (therefore the hours of negotiations are the opportunity cost of a money 

economy). The functions of money include; (1) medium of exchange,(2) store of value, and 

(3) a measure of worth, because money is acceptable as a form of payment for all 

commodities, barter is no longer needed. Money can be easily stored in a tin can or bank 

account, so commodities need not bestored and can be purchased when needed. Because 

money is acceptable in virtually all transactions, prices can be stated in terms of dollars or yen 

thereby simplifying transactions substantially. In other words, money is the grease that 

lubricates any complex economic system. Fiat money is what is common in modern economic 

systems. Fiat money is money that is defined as legal tender by either a government or some 

organization with the authority to define legal tender. In the United States, the Federal 

Reserve System issues Notes, which serve as the legal tender for the United States. The 

currency used here is backed by nothing except the faith of the general public that this money 

will be acceptable by everyone else with whom you could have an economic transaction. 

                   Dilts, A. D. (2004).  Introduction to Microeconomics, E201. (107-109). Fort Wayne, Indiana, Purdue       

University. 

Vocabulary: 

Medium of exchange: Mean, tool                             Ratio: Proportion 

Store: Stock, fund, supply                                         Decrees: Orders, rules, decisions 

Measure: A standard unit                                          Economic grounds: Economic reasons 

Commodities: Goods                                                Customer: Buyer 

Transactions: Business deals                                     Barter: Exchange 

Currency: Legal tender                                              Discussion: Negotiation 



Receipt: Invoice 

Grammar: 

In scientific and academic texts when the author is writing the passage uses plenty of passive 

verbs. The reason is, in passive voice the doer, performer or narrator is not important, but the 

action and the text are. And in academic texts the text and its information are reliable not the 

writer. 

                                                  Form of passive 

                                 Subject+ finite form of to be+ Past participle 

 

 

 

                                How to change active into passive 

     The object of the active sentence becomes the subject of the passive sentence 

     The verb is changed (to be + past participle) 

The subject of the active sentence becomes the object of the passive sentence (or is 

dropped) 

  

Tense  Subject  Verb  Object  

Active  An economist  defines fiat money 

Passive  Fiat money is defined by an economist 

Writing: 

Translate the following passage into Arabic: 

International economic relations also depend, in large measure, on monetary issues. You are 

unlikely to accept the Turkish Lire in payment for your wages in this country, simply because 

you can’t easily use that money to buy anything. You want U.S. dollars in payment for your 

services, because you can easily spend the dollar. 

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

……………………………………………………………….. 

 

 

 

 

Happy learning! 


