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Governments that want their people to prosper in the burgeoning world economy shouldguarantee two basic
rights: the right to private property and the right to enforceable contracts, saidMancur Olson in his book Power
and Prosperity. Olson was an economics professor at theUniversity of Maryland until his death in 1998.Some have
argued that such rights are merely luxuries that wealthy societies bestow, butOlson turns that argument around and
asserts that such rights are essential to creating wealth."Incomes are low in most of the countries of the world, in
short, because the people in thosecountries do not have secure individual rights," he says.Certain simple economic
activities, such as food gathering and making handicrafts, relymostly on individual labor; property is not necessary.
But more advanced activities, such as themass production of goods, require machines and factories and offices.
This production is oftencalled capital-intensive, but it is really property-intensive, Olson observes."No one would
normally engage in capital-intensive production if he or she did not have rightsthat kept the valuable capital from
being taken by bandits, whether roving or stationary," he argues."There is no private property without government
——individuals may have possessions, the way adog possesses a bone, but there is private property only if the
society protects and defends a privateright to that possession against other private parties and against the
government as well."Would-be entrepreneurs, no matter how small, also need a government and court system
thatwill make sure people honor their contracts. In fact, the banking systems relied on by developednations are
based on just such an enforceable contract system. "We would not deposit our money inbanks if we could not rely
on the bank having to honor its contract with us, and the bank wouldnot be able to make the profits it needs to stay
in business if it could not enforce its loan contractswith borrowers,” Olson writes.
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