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Directions:  Key in your answers designated in blue. 

CORRECT:   /80 = .00 =  /10

CHAPTER I
MONEY:  ITS IMPORTANCE AND ORIGINS
1.  THE IMPORTANCE OF MONEY:  EXERCISES

Question 1:  The money supply became a major object of concern beginning in the 1970s.  Explain.  (5 points)

Answer 1: 

Question 2:  Why are checking deposits considered money, and not just the paper dollars backing them?  (2 points)

Answer 2:

2.  HOW MONEY BEGINS:  EXERCISES

Question 1:  Ludwig von Mises conclusively demonstrated in 1912 that money must always originate in the processes of the free (unhampered) market.  Explain, and be specific.  (10 points)

Answer 1:  

Question 2:  When money does emerge in the market place, what benefits does it render in the exchange process?  (5 points)

Answer 2:

Question 3:  Define the following terms:  (2 points each)

a)  Double-coincidence of want  


Answer:

a) Indivisibilities  


Answer:

b) Indirect exchange


Answer:

c) Money

Answer:

3.  THE PROPER QUALITIES OF MONEY:  EXERCISES

Question 1:  Which commodities are chosen as money on the market will depend on the variety of marketable qualities these commodities possess.  Explain.  (Note:  This is an important question, review it carefully.)  (10 points) 

Answer 1:  

Question 2:  What emerged as money in the German POW camps of World War II.  Explain.  (5 points)

Answer 2:  

Question 3:  In all countries and all civilizations, two commodities have been dominant whenever they were available to compete as moneys with other commodities.  Why gold and silver?  (5 points)

Answer 3:

Question 4:  Why have gold and sliver coins been used side-by-side in exchange?  

(5 points)

Answer 4:

4.  THE MONEY UNIT:  Exercises

Question 1:  How has every monetary unit—the dollar, pound, mark, franc et al.—begun on the market?  (5 points)

Answer 1:  

Question 2:  Explain the origin of the U.S. dollar?  (5 points)

Answer 2:

Question 3: 

(a) Define debasement. (2 points)

Answer:

(b) How does the state (or government) profit from debasement?  (5 points)

Answer:

(c)  Provide some historical examples of debasement?  (5 points)

Answer:

(d)  Once debasement is in actual practice, what happens to the money unit?  

(3 points)

Answer:

THE END
