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Starter: Desert island economics! 

Imagine you were shipwrecked on a desert island whilst on a 
cruise holiday!  After the initial struggle you and the other 
100 survivors start to settle down...weeks go by...months 
turn into years.  In the end you develop your own mini 
colony...some people specialise in fishing, others in farming, 
baking, carpentry, even hairdressing and entertainment!  

TASK: Think about how all the goods and services provided 
in your colony would be traded fairly amongst the people.  
For example, if you were a farmer 
how would you go about trading 
for other things?

Extension: What might you use as 
money (if at all needed?)
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Session 
objectives

To be able to:

1) Describe in basic terms what is meant by ‘money’

2) Understand what is meant by the key term ‘bartering’

3) Distinguish between items used as money that have 
‘intrinsic’ value from those that ‘represent’ value



Follow-up to starter: How to trade 
without money?
So what ideas did you come up with about how to trade on 
a desert island?  What sort of challenges does it create?  
What was your view on the need for money?

Some historians believe that before money was invented 
people would trade using a system of ‘barter’.  

This involved exchanging something you produced for 
something that another person produced.

TASK: You have a butcher and a baker.  What might be the 
main challenge(s) of trading without
money.

Extension: How does money help
to solve this problem?



Bartering in early history

In its simplest form, bartering is the exchange 
of one valuable product for another between two 
individuals.  Person A has two chickens but wants to get 
some apples; meanwhile, Person B has a bushel of apples 
but wants some chickens.  If the two can find each other, 
Person A might trade one of his chickens for a half-bushel of 
Person B's apples.  No medium of exchange is used.

The problem posed by simple bartering is what economists 
call the "double coincidence of wants." In this case, Person A 
is not satisfied unless he crosses 
paths with a chicken-wanting 
apple-carrier, while Person B 
needs an apple-wanting 
chicken-carrier.



Barter system

Bartering involves someone 
exchanging the goods or services 
they produce with someone else 

who has goods or services to offer.  
The system relies on a ‘double 

coincidence of wants’ and the two 
parties agreeing a rate of exchange. 

On a scale of 1 to 5, how practical is the 
barter system in your opinion – why?  



VIDEO TASK: Bartering still 
exists in a remote part of India!
Bartering is rarely used today, however there are some 
exceptions. In the State Assam which lies on the 
north-eastern part of India people still barter for essential 
commodities. This happens only in a fair known as Joonbeel
Mela, a community fair in Assam.

1) What sort of goods 
are being bartered?

2) How long does the 
fair last for?

Extension: Why does it 
make it easier to barter 
when lots of people 
gather in one location?

https://www.youtube.com/watch?v=-7tQ8aifYoQ
https://www.youtube.com/watch?v=-7tQ8aifYoQ


LETS: A modern day 
example of bartering



Further discussion: What could 
be used as money on the island?

At some point your fellow citizens on the desert island may 
have decided to create some sort of money instead of 
continuing to put up with the inconvenience of bartering.

But it would be almost impossible to create coins and notes!

So what could you use as money from the limited resources 
on the island?

TASK: What you could use on the island as money; aim for a 
list of 3-5 items.

Extension: What are the common
features of the items you 
identified?  What does something 
need in order to be useful as 
money?



Using items with ‘intrinsic’ 
value as payment

Today’s money is printed on paper which is virtually 
worthless, i.e. the paper itself has no ‘intrinsic’ value.
Discuss: What ‘intrinsic’ value do the following items have?



Intrinsic value

The value that an item has in itself, 
e.g. a bag of rice has intrinsic value 
because it is a staple food; a solid 

gold coin has intrinsic value because 
it is made of a precious metal; a 
banknote does not have intrinsic 

value because it is a piece of paper.

Look back at your list from the island; which 
items have intrinsic value?



Using gold as payment



VIDEO TASK: From sea shells to 
coins to paper notes as money 

An important stage in the development of money, then, 
was changing from an intermediate item that had value in 
its own right (an intrinsic value) to an item that 
represented value but had no value of its own.

1) What is used as money 
on the island of Yap?

2) When and where was 
the first paper money 
used?

Extension: How do we 
make the majority of our 
payments today?

https://www.youtube.com/watch?v=-7tQ8aifYoQ
https://www.youtube.com/watch?v=-7tQ8aifYoQ


Representative value

The value that an item 
represents rather than the 

value it has in itself.  
For example, a banknote is just 

a piece of paper but it 
represents the value that is 

printed on it.

Why is a £10 note worth £10?  Who says it is 
worth this?



Summary Task

You have 3 minutes to write down…

…3 items with intrinsic value that have been used as 

money

…2 key limitations of a system of barter

…1 sentence to explain in your own words the 
purpose of money 



Session 
objectives

To be able to:

1) Describe in basic terms what is meant by ‘money’

2) Understand what is meant by the key term ‘bartering’

3) Distinguish between items used as money that have 
‘intrinsic’ value from those that ‘represent’ value



Form of 

money
Acceptable Recognisable Stable Divisible Durable Portable

Scarce but 

sufficient
Homogenous

Shells

Feathers

Cattle

Stones

Gold

Metal coins

Paper notes

Virtual money

LIBF CeFS Unit 1 Topic 1 - Purposes of money 1.2 Features of money

The table below lists forms of money that have been used in the past, or are still used. 
TASK: Tick the boxes to indicate which features each form of money has – be ready to explain your reasoning:


