Property Rights

Frivate property was tne originadl source ot
rreedoim. IT STl IS ITS maln bulwadark.

Walter Lippmann



&'lmportance of Property Rights

One of the most fundamental requirements of
a capitalist economic system — and one of the
most misunderstood concepts - is a strong
system of property rights.
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@lmportance of Property Rights

Economic theory contends that government
enforcement of strong property rights is a
determinant regarding the level of economic
success.

Individuals will create new forms of property to
generate wealth only when they are assured
that their rights to their property will protect

them against unjust and/or unlawful actions by

other parties.



[ Secured rights to property and
resources trigger a multiplying

effect of opportunity:

social identification and
inclusion

economic stability

better environmental
stewardship

responsible and more
informed private investment
that lowers financial risk

gsimportance of Property Rights
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Strong Property Rights
Lead to Greater Wealth

Countries that had higher property
rights scores in the 2011 Index of
Economic Freedom also had higher
GDP per capita.
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hat are Property Rights?

A property right is the exclusive authority to
determine how a resource is used, whether that
resource is owned by government or by
individuals, commonly referred to as excludalbility.

The market exchange value of the property
reflects the preferences and demands of the rest
of society. Society approves the uses selected by

the holder of the property right with governmental
administered force and with social ostracism.



g Market Exchange Value

Market exchange value becomes more
important than other factors in exchanges.

Asking price compared Percentage of potential buyers
to Market Value. who will look at property
+15% 10%

+1 00/0 300/0

60%

Market Value

-10% 75%

-15% 90%




hat are Property Rights?

Private property rights have two other
attributes in addition to determining the use of
a resource. One is the exclusive right to the
services of the resource (rent).

A private property right also includes the right

to delegate, rent or sell any portion of the rights

by exchange or gift at whatever price the owner

determines (provided someone is willing to pay
that price).



Basic Elements of Property
Rights

Thus, the three basic elements of private
property rights are (1) exclusivity of rights to
choose the use of a resource, (2) exclusivity of
rights to the services of a resource and (3)
rights to exchange the resource at mutually
agreeable terms.


http://www.econlib.org/library/Enc/PropertyRights.html
http://www.econlib.org/library/Enc/PropertyRights.html




