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n=50: 1,225 barter rates
vs 49 money prices

(a) Exchange Rate Complexity:
Barter vs Money

Barter: n(n 1)/2
Money: n 1
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(b) Transaction Cost Savings
from Adopting Money

TC savings from money
Barter TC (cb=$5.0/trade)
Money TC (cm=$0.50/trade)
Savings = Barter TC  Money TC

Barter Inefficiency and Money as Transaction Cost Innovation
Kiyotaki & Wright (1989), Jevons (1875)


