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Property Economics
Abstract*
An economic theory deserving that name is wanting because economists have never come to terms with property but always confused it with possession which they mislabelled «property». This verdict applies not only to classical, neoclassical and the different Keynesian schools of economics but also to the most advanced theory of property rights, new institutional economics.
What is the difference between these two concepts? The rules of possession, individual and/or collective, determine who, in what manner, at what time and place, to what extent and by exclusion of whom, may physically use a good or resource and change its substance and form. It is not possessory rules, existing already in animal systems that bring about economic activity but the man-made institution of property.
Therefore, not only one eternal but several distinctive systems of material reproduction are known to man: (i) custom or tribal communities, (ii) command or feudal seigniorities and (iii) property-based societies. In tribalism and feudalism goods and resources are merely possessions, which may be physically used in accordance with custom and command. Property, interest and money as the fundamental prerequisites of an economy are wholly absent.
As soon as property is created and remains unencumbered and free, it carries an unearned and non-physical premium ( the property premium. By employing it the traditional use of physical possessions is turned into economic activity, with the transformation of goods and resources into commodities and assets as its most visible features.
The operations of employing property premium comprise (i) the right to burden property titles in issuing money against interest; (ii) the right to encumber these titles as collateral for securing credit to obtain money; (iii) the rights to alienate by sale and lease; and (iv) the rights to redeem and to enforce. 
Property induced activities can only endure if they are followed by an independent legal system which transforms traditional rules and privileges of possession into actionable rights of possession. In this process, individual and collective rules of possessions turn into private and common rights of possession. Thus, the difference between possession and property is not mirrored by the popular distinction between collective and «private» property. The difference lies in mere physical and in intangible operations, both of which may be assigned to a single person or any given multitude.
Property economics holds that not exchange of goods but operations enabled by property generate interest and money. Like any other approach it has to answer economic theory’s core question: what is the loss that has to be compensated by interest? Property economics does neither accept a temporary loss of goods, as in neoclassical economics, nor Keynes’s temporary loss of already existing, exogenous money as the cause of interest. Money rather is endogenous. It is created as a non-physical title to property in a credit contract secured by a debtor’s collateral and the creditor’s net worth. A money note, thus, is not a debt title but implies an anonymised claim to assets of the issuing creditor. Therefore, genuine money is always a creditor’s money.
By issuing notes against his property the creditor loses property premium, thereby exposing his property to redemption and enforcement. It is this very loss that his debtor has to compensate with interest. The interest causing loss is the loss of unrestricted disposal of property of the creditor who issues money. 
As soon as the creditor issues notes, he cannot help but to establish a money of account in which the credit contract, the money proper notes, and all further contracts and prices are denominated. This money of account has no resemblance to the neoclassical unit of account or numéraire expressed by a standard good in which all (relative) prices are denominated. Property economics demonstrates the logical impossibility of a good being the numerical expression of prices of other goods and, at the same time, a good whose price must be expressed in terms of money.

Denominated in the contractual money of account, prices are always money prices. They are determined on the market. Yet, the market is not a location where goods are exchanged for the mutual benefit of their possessors as neoclassical theory assumes. A market first occurs when an indebted producer tries to earn the money advanced to him in a contract secured by the collateral he has to defend. He, therefore, must look for a sales contract to redeem the money loaned plus, at least, the interest charged by the creditor to cover his loss of property premium. Thus, interest is the cause of profit, and thereby of accumulation – and not the other way round as in classical economics.
When an indebted producer engages labour, the labourer is willing to leave a surplus to him because the wage contract gives him access to money without paying interest and encumbering property. Since, however, money paid for labour, other than for real capital assets, is always lost to him, a producer always has to turn the money owed into outlays for labour saving technical progress, that means, into assets which stay with him.
Credit and sales contracts provide the key for the understanding of the mechanisms of the property based economy moving between accumulation – the augmentation of property by risking it – and crisis – the securing of property by no longer risking it.

Property economics recommends the establishment of widespread and safely actionable property to end poverty in developing and transformation countries. Yet, such an implantation will only succeed if at its very beginning a modern social safety net is put into place to compensate for the inevitable destruction of traditional reciprocity or clientele protection.
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