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			To live is to live together ...
...and share.

			To family, friends and readers.

			Thank you for your contribution to create a world 
that is a pleasure to wake up every morning.

			And to my son Bruno for his contribution 
to the English version.

		

	
		
			Preface to the 3th edition

			In this new edition, corrected and augmented, a new reflection on the market is added along with a global mathematical model of commercial operations, based on the analysis of commercial transactions as a language, which configures a structure to develop a monitoring system for the economy using digitalization 4.0 and Big Data technology, which allows managing liquidity needs and performing preventive maintenance of the economy. Additionally, some concepts introduced in the first edition are developed and updated to date, such as the volume of assets of Global X Funds, new data on Brexit and inflation in Venezuela.

			An important editorial novelty since the first edition, has been the appearance of the book by Juan Maria Nin1,titled For a rational growth. It is with great satisfaction that I find numerous coincidences with the contents of this book, both in the diagnosis and in the recommended measures to promote growth without inflation through supply, avoiding the problems that the economy poses through the promotion of demand. Juan María from the top management and finance and I from business consulting and university teaching, we agree on our vision. Mr Nin contributes with many personal information, observations and testimonies of great documentary and historical interest that confirm the accuracy of the diagnosis. The synchronization of the two books over time and the thematic agreement makes me think that perhaps we could start talking about the School of Economics of Madrid, heiress of Vienna and Salamanca, in search of a new, more humane and balanced economy.

			My thanks to all the readers of the 1st edition for having made possible the edition of this 2nd.

			

			
				
					1	Juan María Nin Génova. For a rational growth, Deusto. Planet Group. 2017

				

			

		

	
		
			Foreword

			Do not ask what your country can do for you. Ask yourself what you can do for your country.

			J. F. Kennedy.

			The objective of this book is to encourage and help the reader to reflect on economic issues that affect him. It intends to be of interest both for economists and for those who, without being so, want to know the fundamentals of the economy and understand issues such as the crisis, the implications of Brexit and the risks of the Trump era. The text reconsiders key aspects of economic theory, questioning, among others, four basic principles of traditional economics:

			•The principle that the objective of every company is to maximize the benefit.

			•The principle that the owner of a company is only who put the capital

			•The principle that at zero price the demand would be infinite.

			•The principle that all resources are scarce for everyone, always.

			1.Recently, the number of entrepreneurs who believe that there are other aspects of business activity that should be served over the obsession for profit is growing, and companies are emerging that pay attention, not only to shareholders, “stockholders”, and the benefit, but to all those affected by the activity of the company “stakeholders” and the quality of their product or service. They are known as companies with Corporate Social Responsibility or companies with karma, since karma is the impact of what we do in others. NGOs are not new as non-profit companies that could be classified as companies with karma and experience shows that the obsession for profit can be counterproductive when other issues are neglected.

			I was one of the founding partners of Summa Consulting, a consulting company that emerged from the split of a group of partners from Andersen Consulting. I had left Andersen a few years before, but my former colleagues invited me to participate in their project. The growth of the new company was spectacular, to the point of dying of success. A year and a few months after the company was founded and within a few days, two millionaire contracts were obtained, one with RENFE and the other with TVE. The benefits were very substantial, but it was not counted on that neither the State nor the public entities are agile payers, so the invoices issued accumulated without charging for months, in the drawers of the two large customers, making it necessary to resort to the banks to pay the succulent payrolls of a valuable staff, at a time when the interest rate was at 17%, with which the company, which was young and without large reserves, suspended payments despite having a balance with high benefits. It was then that I became convinced that more attention had to be paid to the cash flow than to the benefit. In the short term, liquidity is more important than solvency. As president and director of the Summa Institute, our mission within the group was to investigate new management techniques, solve the problems that the consultants brought us, train the staff and finance the expenses of the institute through external courses to the clients. We were clear that our goal was not to maximize the benefit, but to give answers and innovate, at no cost to the rest of the group. The benefit was a restriction to be overcome in order to cover expenses, not an objective to be maximized.

			When I left the business activity to dedicate myself to university teaching, I taught economics to students in the 5th year of engineering and a course in creative thinking and innovation to doctoral students. Both groups, as part of their training, insisted on the importance of originality. In order to do things different from how they are usually done, I recommended them that one had to ignore or pretend to ignore how they were being done and forget how they thought they should be done, an invitation to apply creative ignorance. I told them the stories of some companies that gained prestige as successful businesses, because they had known how to adapt to the changing environment by innovating. Many of them had contributed to the change of habits of a whole generation, introducing into our lives some of the technological equipment that they had created and of which we now enjoy. Thanks to having dedicated an important part of its benefits to innovation, they survived. Today, along with IBM, Apple and Google, we also know cases like those of Singer, Nokia and Kodak, which after reigning in the stardom of profits did not know how to update their companies to the new circumstances of a changing world and invest their benefits properly. My father said there was a merchant who went bankrupt for not buying. Above the benefit is survival, to achieve this it may be key to invest in innovation, even if it means sacrificing part of the benefit in the short term. Someone could argue that I talk about expenses that would maximize the long-term benefit. Part of the problem I denounce is caused by many incentive systems that induce some executives to prioritize the short term. The income for an individual and the benefits for companies are not a goal to maximize, but a restriction to overcome. The hippie philosophy is summarized in one sentence: Do what you like to do and find out who buys it. As a principle, it is not unreasonable and deserves to be a topic of reflection. It is easier to apply if what you like to do has acceptance in the market.

			Not all people are equal nor all managers, directors and entrepreneurs have the same priorities. Some seek growth, others prestige, many look for opportunities to do something that pleases them, others seek power, or autonomy, or social relationships, and there are those who only want to become rich. There are as many subjective interests as there are individuals.

			A clear objective to maximize is self-realization, making oneself the best possible version, by doing what we can do best, making it the best we can do. We will never regret something we did if we did it right, even if it did not provide us any economic rewards. In economic terms, we can identify self-realization with what, at the theoretical level, economists call satisfying the Utility Function. The maximization of the benefit, what it does is increase the budget available, the resources; but the personal goal is to maximize the utility function. When the maximum of the utility is reached from a certain available budget, an increase in the budget if there is no need for more expense and has no functional justification. The Utility Function can not be maximized if the budget prevents access to the optimal point, so the benefit supposes a restriction to be overcome until reaching that point, but once it is overcome, no more is needed. Therefore, maximizing the benefit is nonsense in economic terms, especially if that implies renouncing the quality of life, own or foreign, which would directly affect a decrease in the value of the utility function. It is clear that the benefit is an enabler, a means and a requirement, not an end in itself.

			The concept of utility allows quantifying the level of satisfaction of the needs of individuals through the consumption of goods and services, but also companies have needs and are consumers, needing resources and other goods and services. There is no difference between the task performed by a plumbing company that repairs a tap in a client’s home, satisfying a consumer’s need, and the work of a plumber employed in the maintenance service of a factory that repairs a valve satisfying a operational need of the manufacturing process. Some readers might have been surprised to see the concept of utility extended to productive entities, usually companies, a concept initially restricted to be applied to the needs of individuals as consumers.

			The utility emerged as a means to understand and deduce the demand curves of consumers in different markets. There are also markets typically oriented to cover the needs of companies, such as the labor market, and markets shared by consumers and manufacturers, such as energy or information. In them, the aggregate demand is the sum of the demands of consumers and manufacturers to cover their respective profits. Together, both utilities determine the global demand and the prices when the same offer is disputed.

			We will use the concept of utility in the sense of branding, which covers all types of needs, including but surpassing the physiological ones and incorporating higher steps of the Mashlow pyramid. The most advanced companies try to reflect the branding of their products in the brand, associating it with symbols of:

			Quality

			Security

			Luxury

			Satisfaction...

			The greatest success of a professional is to enjoy doing well what he has done and the reward is self-satisfaction for what has been done.

			The original spirit of the gift, of the donation, is not recovered by donating things, the spirit of the gift is to donate oneself. In giving in what is done. In doing what we do right, the best we can, not so much to make more money, but because in doing what we do, we become what we are. The success is to feel proud of the result ourselves, the satisfaction of what has been achieved, avoiding the alienation of the work that Marx denounced, to be able to say with pride that I did it or to be able to sing with satisfaction I am a miner. The recognition by others and the necessary economic reward will come as inevitable consequences of good doing.

			2.The second point that is questioned in this book is the assumed and widespread belief that ownership of a company belongs to whom contributed the capital. A question that we will ask ourselves is the convenience of asking if work can also be capitalized, questioning whether ownership of all means of production must belong to capital. It would be necessary to consider if those who have contributed to the success and growth of a company would also have the right to participate in their property. In addition to the cooperatives and Labor Corporations (SAL), access to workers’ property is a practice that is applied in many professional companies: law firms, some architecture firms, consulting firms .., in which human capital is its main asset. These are companies that convert the workers who contribute most to the success of the company into partners. Personally, I have had experience in labour capitalism, as a partner of a multinational consultancy firm with CRS2 structure and as co-founder of the first Spanish labour corporation, APL Informática SAL. To such an extent was the first labour corporation (SAL), that when the law of 1986 that regulated the SALs were promulgated, we already existed as a as such since two years before, and the new law copied whole paragraphs of the statutes of our company.

			The question is whether the work can be capitalized. If all the production of what the worker accomplishes is to satisfy his consumption needs or could capitalize a part as an investment. Consider the case of building a canoe between two partners to go fishing. The canoe is of both although, depending on the effort of each of them and the agreement they reach, one could have more participation than the other in the ownership of the canoe. Suppose a third party has contributed the wood. What I question in the book is if the canoe is only owned by the one who put the wood, on the basis that the wood was his, or is it of all three? They fit different possibilities depending on what they agree between them. My thesis is that one of the possibilities not to be ruled out is that work can be considered a contribution to property and can be capitalized as labor capital. I do not question how much an investment should be remunerated with dividends and how much with an increase in its participation in the company. Neither do I not ask how much of work done should be remunerated with salary and what part should be capitalized as a participation in the property. I suggest that the capitalization of labour is an option to be taken into account as well as the returns on any investment are capitalized and that the answer will be the result of a negotiation between the parties, how much corresponds to the property? How much is due for the work done? The Arab countries, owners of the oil wells and the oil companies that carried out the extraction and distribution work began distributing the benefits 20% -80% to go to 50% -50% from there to 75% -25% and finish by the 80% -20%. One way to distribute ownership is through negotiation, in which the competition counts and a lot. Despite its great negotiating power, it was the amount of competition among the oil companies that increased the share in profits of the oil countries. I note that there are already formulas for those who work to participate in the ownership of their companies to capitalize part of their contribution of work, something evident in the autonomous, the SRC, SAL and cooperatives. I do not enter to discuss in what proportion it has to be a salary or in what circumstances could be stock, nor in how much capital has to be paid with dividends and in how much with additional shares. I just raise the issue and recommend that option should be considered more frequently.

			3.These two topics are not the only subjects in the book. It includes a whole reflection on economic activity, from different points of view and considering different aspects, devoting a lot of attention to compare theories and analyze the economic policies of the states that, in such a determinant way, condition the business and life of its citizens. When analyzing the crisis of the sub-prime that we have had to suffer, we detect that there are governments that have committed errors that reveal deficiencies in the theoretical foundations of the economic models used, marginalizing important facts, such as determining what should be the optimal participation of government in the economy, to clarify why Keynes’ theory does not work always or how economic theory can ignore the limitations of the human being to consume even with enough resources. My father, who was a diabetic and was subject to a strict regime, used to say: “What’s the use of being able to buy me a chicken if I can only eat one thigh?”

			4.Finally, the book reflects on the Brexit, analyzes the policy announced by President Trump or trumpism and considers the policy to be followed by the European Union in the near future. If I could have had this book before, it would have been a recommended reading for my students and I hope that one of those now ex-students, in memory of the good times, will read it. I also invite you, reader friend, to read it and share your comments on the net. When rethinking the principles of economics, we will start from the concept of property.

			Notes:

			1.The use of mathematical formulas in the text has been reduced to a minimum, most of them being collected at the end in an annex of calculations, but several of the economic arguments are illustrated with graphics that are explained in the text.

			2.Some of the topics discussed here were considered in part in articles that, along with others that are not referenced in the book, can be consulted in the blog: http://bit.ly/2kskOz2 that I also invite to the reader to visit him and provide comments on this work, participating in the possible debates that could arise after reading. In an interactive era, this book is through that blog.
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			The property

			The generation of property

			The human being uses things as tools and uses them for his purposes. Men can project their own intention on the things they use and, mainly, on those things they make with their hands, incorporating them into a personal project. Things retain their entity being what they are, as if they intended to be what they are, receiving when being used the imposition of the intention of the user when assigning them to a use and assigning them a utility. From the hand of man, wood, remaining wood, becomes a chair and with the form acquires a function. Turning them into products with their work. Human intention imposes itself on things as affirmation, man says what things are, making them what he wants them to be, a process in which he makes them for himself, that is, his, and by which he appropriates them. The practical, utilitarian knowledge of things, is not so much in knowing their essence as in recognizing their possibilities to become something else. Based on them, man says what things can be, based on what that person wants them to be. To say what a thing should be is to determine what it is for, he defines it as useful, defining its usefulness. We do not say what things are, we make them to become as we say they should be. The things we use are familiar to us, we know what they are and, when we use them, we say what they are used for and what they are for us. When defining them, we make them part of our vital project and with that we consider them ours. By making a thing what we want it to be, it means appropriating it. The symbolic naming of things by Adam (legein) is a taking of dominion over them by choosing them, differentiating them from the rest. Technology dictates what things can be and how to make them so, allowing you to apply an intention to the thing when processing it, for which it happens to have an application to transform it. Technology is applied science. Our project is imposed on the implicit intention in the constituent structure that makes the thing what is naturally by itself. Things acquire meaning from and for man. It is the man who gives meaning to things by assigning them an application. Man is the provider of meaning to the things he seizes and use.

			As Víctor Frank demonstrated, the man without projects loses all meaning for his life, stops having objectives, falls ill and dies. When he stops having a project for himself, he stops projecting his idea about things, with which they lose all sense for him, ceasing to find them important, lacking a sense to give them; he despises them, as he does with himself. Assign projects to things, making sense of them, projecting on them our own projects and intentions; we make our things the carriers of our intention. These, used as tools, complement and prolong our body. Both the sword and the fishing rod extend the arm. No one can argue with us about the property we have over our own members. It is proper of human nature to appropriate what we consider part of what is already ours and from it derives the natural right to property. When a thing has already been assigned to a project, it has an owner. It is possible to transfer the thing to an alternative project owned by another person, transferring to other the property of the thing by gift, donation, or by barter. The economy considers barter, but despises gift.

			Access to property is based on the assignment of a project on what we appropriate when harvesting, capturing, shaping, reforming or using it assiduously. When we pick a fruit from the tree, a shell from the beach, a stone from the riverside, or the pearl of an oyster, we make them ours and give them a destination. We do the same when we pick up a branch and make it a staff. The origin of all property is an appropriation by means of an elaboration, an intentional work, or the product of a gift or a barter, in which case the received contains the work of another person who collected it or elaborated, received or permuted, assigning its own intention to the thing in doing what he did, an intention that we assume when acquiring it. When we buy a chair, we get the intention of the manufacturer that printed a function when he gave it the form it has, that it serves to sit on it. Every function determines a form and every form denotes a function.

			The property arises from the need to consume or use a specific property with a specific intention without limitations to its availability. In the absence of another norm, anticipation is a priority criterion for the domain that grants ownership title. Arriving first, is an indisputable criterion to discern who can claim ownership, without detriment to that, subsequently, that title can be transferred to another. As it happened in the allocation of plots to the settlers in the new American states or in the takeovers of lands by their discoverers. Who first lays out a towel on the beach, temporarily owns the right to dispose of that small plot of sand. Think of a field that has no owner and someone decides to produce cereals and sow wheat, which gives access to the property of the field to work according to his project with the intention of obtaining wheat. Years later, another person considers that this plot is suitable for planting fruit trees. In order to develop the new project, you must compensate the previous owner for giving up his own project to grow cereals, for which you will have to give something in return, perhaps some kind of participation in the fruits of the new project, or another good that compensates the first owner for giving up the project he had for the land by buying it. From this type of assumption will arise the sale and rental transactions, from which the difference between ownership and property of use arises. The property can be shared and pooled. The French have the concept of property emphytéotique, intermediate between property and rent, by which the owner of the use of a property is not of the owner of the ground but of the owner of the right to use it, being able to sell or mortgage the property of use. Maybe we are only usufructuaries of what we have as we use it, we have it but little is really ours. Our memories, our affections, our purposes and the effects of our actions are indisputably and undeniably ours.

			What would happen if someone abandoned their project on something they owned? It is clear that if someone stops having all kinds of projects about something in his domain he will consider it useless and, unless he finds someone for whom he sees some value for having a new project, he will want to get rid of his property. Happy to get rid of something for which there is no project. If the use justifies the appropriation, the disuse must be cause of losing it when lacking a project for its current use and there is no project for a future use. It could happen that the owner knows or assumes the potential existence of other projects on that thing could be use in the future, like the grandfather who instead of throwing an old toy decides to save it for when their grandchildren grow up, or the lady who keeps a dress whose size has been too small for when she loses weight, or the real estate developer who keeps the property of a land for when they finish the highway that should provide an easy access, making project viable in the future. The indefinite abandonment of something for lack of any project seems to be sufficient reason for the loss of its property. The value of things lies in their “for what”. What brings us back to the previous point, the question about accumulated wealth when it is not used, nor reinvested, nor is there any plans for it. What about the mere wasteful and unproductive hoarding? The Diogenes syndrome of accumulating old and useless junk is uneconomic and possibly pathological.

			The natural right to property arises from the capacity of human nature to assign projects to things by projecting our personal intentions on those things. The Roman law recognizes in the usucapio (in the appropriation for a use) the access to the property. Work is a means of accessing ownership of those products that a person produces on their own without the help of anyone. The savage who makes a bow and an arrow with his hands, makes them his and are for him to use them. Another means of acquiring property is buying it from its owner. The investor who invests the capital to install a company, acquiring the necessary assets, is the undisputed owner of the company. But if, after remunerating the work done by the employed labour force and the investment capital by means of dividends, a company obtains sufficient benefits to develop a branch or acquire a subsidiary, with funds to which both the capital and the labor have contributed. The property of the subsidiary should be divided between them in proportion to their contributions. As we have seen, work is the primary and original means of acquiring ownership of something while buying is a secondary and subsidiary means to acquire something. Both procedures are legitimate and neither can be ignored. When two contributions are necessary to acquire a new property, both parties should have a share in the ownership. If the benefits obtained with the contribution of two are accumulated as reserves for a future expansion, the new stocks resulting from a capital increase charged to these reserves shoud be distributed between the parties that contributed to generating those reserves. Many companies do it: cooperatives, companies, such as APL Informática SAL; corporate service companies: law firms, architecture firms, consultants, auditors, such as Earst and Young; corporations, such as Mercadona, Securitas Direct, GlobalX Funds and all the companies with karma, those that act with all “stakeholders” in mind, and not just the “stockholders”. The era of Labor Capitalism has arrived.

			If the essence of property is the need for unconditional availability of a good to be use it in a project, if that project is of short duration or is part of a sporadic need, such as having to nail a nail on a wall or to use a vehicle for a short displacement; the property can be replaced by accessibility and punctual availability. Services such as public libraries, transportation on regular lines or the use of a hotel room avoid having to purchase assets that can be temporarily rented. New technologies allow generating new alternatives to use resources based on facilitating accessibility and availability. Hence the success of services such as Car2go. Nobody wants to have a drill, sometimes we want to have a hole in a wall.

			Transfer of ownership

			The property obtained can be transferred to another. When reading the encyclicals of economic content of the last popes, I was struck by the repeated call of the pontiffs to complement the economy of exchange with a gift economy. The gift, the donation, is the primary way to transfer a property. Throughout childhood everything we have received have been gifts, such as the breast milk and beginning with our own life. Bartering is a mutual and reciprocal gift. The exchange of cards at school is an exchange of donations. The intention of giving a gift without any further interest, in the barter what we received is a priority and the gift becomes a du ut des, give to receive. When giving to receive, more importance is given to receiving, wishing to receive more of what is given and arising the concept of benefit. The appreciation for the intention projected in the exchanged object that prevails in the gift as a sign of appreciation for the person to whom the good is donated, is not lost when donating, since our intention for that good to donate it is that the other use and enjoy after receiving it. The recipient, in accepting the good impregnated with our own intention to be his, makes it his own, honoring our desire to have it. That invisible coining of goodwill and affection that is part of the gift is preserved in the exchange of gifts, but is lost in barter along with the property of the seller. If the willingness of the other to use it, which is delivered with the gift, has been accepted by the receiver as his own and maintains it, the donor does not lose the inherent property of the intention to use, since it is still his. The language thus rebels us, when the daughter asks the mother about her new shoes and she replies: They are from your father. It indicates that they were a gift from the father, whose intention is for her to use them, the intention of the donor that the recipient maintains and makes his own when using it. Artists never lose their works because the intention they had when doing them was to expose them to the public for the enjoyment of the observer, listener or reader. That’s why we say: this painting is by Velázquez, that building is by Palacios, that concert is by Mozart and that comedy is by Calderon. The intentional property is lost in the exchange when receiving compensation for the donated, by not knowing and being disconnected from the intention that moves the buyer. As a result, we appreciate more what we have received, for which we have an intention, at the same time that we renounce what we had deposited in what we delivered, giving up their property. In barter, no intention is retained by the donor, who does not care what the recipient can do with the property transferred. The intention of both parties is what has been received and, in contrast to the exchange of gifts where the action of giving is valued together with the fact of accepting and not so much the value of the good, as the intention with which it is donated and received. In barter, both the given and the received are evaluated in search of equivalence, giving rise to haggling and the value of what is received is valued, while the delivery is despised by dispossessing it of all intention. If the author’s intention does not prevail, the link to the merchandise is lost along with the property. The des ends prevail appreciated under the contempt of the du, so that, when appearing the money disappears under his anonymity the sense of what is given and the du disappears under the des of purchased in the purchase, arising with the market the concept of economy and the interest to leave benefited by the exchange. When receiving goods with greater utility for us of the perceived utility in what we deliver, the economy is associated with the concept of benefit, losing the appreciation for the other that was evident in the gift, losing the appreciation placed in the own work, product of our work, with the contempt of du. The productive process also becomes economy. The economy is born and is made out of pure interest, regardless of feeling, without karma.

			The economy

			Economics is the science that deals with understanding the management that human groups make of the resources they use in production and distribution processes. Economic activity, like language, is a task that is the product of coexistence. The isolated individual does not perform economic activities based on exchange; he limits himself to meeting his needs by himself to survive with the greatest comfort that he is capable of procuring. The end of the economy is the satisfaction of the needs of a human group with the resources they have available. Both goods and services are considered products; They can be obtained, collected, produced, maintained, used, consumed or exchanged. Each of these processes are the object of economic analysis.

			There was a time when it was considered that the scope of the economy was reduced to the management of limited resources. Today it is evident that abundant and freely available resources, such as air, water, information or free energy (geothermal, wind, hydraulic and especially solar), are not unlimited and must also be properly managed and safeguarded. For centuries, it has been considered that the objective of all economic activity was to maximize benefits, but now we know that the benefit is not an objective but a requirement, a necessary restriction, a resource to maintain economic activity over time. Money, like life and freedom, only acquires value when properly spent. More and more entrepreneurs are thinking that the company’s goal is to maximize the welfare of the social group affected by its activity: partners, employees, suppliers and customers, without forgetting the neighbourhood, society and the environment. The concept of companies with karma has arisen, companies whose managers consider that broad approach to the repercussions of the company’s activity on its economic, social and physical environment as its objective. If a company only thought about maximizing its benefit, it could neglect important aspects of its work. There are even those who put their existence at risk by avoiding investing in adequate projects that would reduce the short-term benefit.

			It has usually been considered that the limitation of the number and quantity of resources implied the necessary dissatisfaction of the utility, so that utility curves could always be overcome by others of greater utility, which required that companies seek to maximize their profit and that consumers maximize their income as necessary enabling means to satisfy unlimitedly unsatisfied needs. We will see that the human being is limited and its capacity for consumption, too, nobody has the capacity to drink infinite litres of beer even if the price is zero or its availability of unlimited liquidity. The first need of any company is to pay wages in full and on time every month; The next priority is to pay suppliers and other creditors, but after fulfilling those obligations, the rest is optional. To aim to maximize the benefit is to set an unattainable goal, each maximum obtained is surmountable by a higher one. Fortunately, in practice, the executives of the companies set limited objectives, establishing finite budgets with which they define sales targets sufficient to cover the expected expenses, remunerate the capital and allow a surplus that can be accumulated as reserves to finance future expansions, innovations and contingencies. Against the principle of maximizing and without theoretical coverage that justifies its rational behavior.

			Understanding as a company any human collective organized to carry out a task in common with a goal for which they need resources, their own or those of others, which they collectively manage and use for their purposes, I consider that the objective to be optimized by every company, like that of every being I live, it is his self-realization. To make oneself, to develop its potential capacity to make the best possible version of itself a reality. That development is carried out by developing, doing what is done. Michelangelo Buonarroti became Michelangelo painting the Sistine Chapel and sculpting the David, among others. The reward is in the satisfaction for what has been done. To achieve this, a secondary objective as a necessary means, for all living beings, is to try to survive. In order to survive, every company needs income with which to be able to reward staff, suppliers, investors and profits with which to grow and develop, but profit is not an objective to be maximized. As it is said in operative research, linear programming distinguishes between the objective function to be maximized and the constraints of the problem that are requirements to be met. The benefit is a restriction for every company, since without it it would perish, but it is never the objective function as it is an enabler to achieve the true objectives: to satisfy the greatest number of needs. Although, when the benefit is below or close to the minimum necessary for survival, the need to improve it becomes a priority and urgent. The companies also die, although there are with a century-long longevity that would be said to be eternal. Like any living being, companies have two forms of extinction: annihilation by aging or malnutrition, or by being absorbed by other companies that gobble them up. There are also examples where the absorption of another company has been toxic to the acquirer.

			Companies must adapt to their environment at all times, either by modifying their strategy to new circumstances, sometimes having to modify their structure and redefine part of their functions or their products, evolving, or even moving to an economic climate more favorable, emigrating. The environment is changing and modifiable. Man is the animal that has best learned to modify its environment, with the most successful companies being those that, through their activity, are capable of altering the environment to their benefit. There are also companies whose activity deteriorates the environment. Creativity and innovation are resources of great value to survive, because of the capacity they provide to alter reality, adapting it to our demands.

			A fundamental vital function of every organism for its adaptation to the environment is symbiosis. My father used to say that there are no employees, suppliers and customers, they are all partners. A company is doing better when its activity contributes to its partners, employees, suppliers and customers doing better. Even competitors contribute to the health and improvement of companies, forcing them to remain competitive and innovative.

			A company, in addition to taking care of its staff, customers and suppliers, must pay attention to its environment, not only contribute to the state expenses that provide infrastructure, protection, a legal framework and legal security to develop its activity; but to their neighbours and their immediate environment. The armament companies and the military bases are aware of the danger they pose to the populations along with those that settle in the face of a war, so, in addition to the important role of providing direct and indirect local employment, they tend to establish, as an important part of its activity, contribution and integration programs in the societies that host them. Unhealthy and dangerous activities, should be installed in remote and solitary areas and try to minimize their harmful contributions, such as pollution, noise, combustion risk, leakage of gases, fluids or harmful radiation. As in all coexistence, the golden rule for every company is to think of others, starting with the closest ones. Remember that the neighbour or next is the neighbour.

			In recent years, as I have already pointed out and reiterate to make it clear that I am not the author of the term, the concept of Companies with Karma has emerged and is growing, companies whose managers are concerned about how the activity of the company affects their environment company, for the work environment and the social and environmental impact of its activity. There have always been these types of concerns, but in recent times, more and more companies are paying attention to other objectives ahead of maximizing their benefit. We know that there were people in Rome who freed their slaves, an unprofitable practice that became widespread among Christians until slavery disappeared. In today’s world there is a current to enhance aspects traditionally neglected by the companies that are being given increasing attention at the expense of moderating the pretence of maximizing profits. The ETFs company GlobalX Funds launched in 2016 a new financial product called Global X Conscious Companies ETF3 whose stock market indicator is (KRMA) of karma. A fund that only invests in companies for which the benefit is not the objective to be maximized, but a restriction to satisfy, being other considerations, such as the work environment, the quality and safety of the products, the satisfaction of the clients, the quality after-sales service, caring for the environment ... The companies selected by that fund, not for not giving priority to the benefits, despise them and, surprisingly, they are quite profitable.

			In economics, a distinction is made between the domestic economy, that practiced by individuals and families to meet their needs, the business economy, to satisfy the demand for the society of goods and services, and the public economy or political economy as an activity developed by states and entities. public to manage public goods, determining the framework that establishes the conditions under which the whole of the economy develops marking the rules. All this is part of the subject of economic science.

			Economic science

			In order to understand economics, one must take into account the profound difference between the natural sciences and the social sciences. The natural sciences are governed by causes, so they are predictable, while the social sciences are governed by ends, so that, with precision, they can only be explained, “in the past,” when those ends have been manifested in facts .

			In chemistry, physics, etc., cause-effect relationships allow us to predict in both directions; So, if we know with what speed, direction and direction we launch a mobile of known mass, we can predict how far that mobile will go and vice versa, knowing the distance we intend to reach with a projectile, the gunner can calculate the speed and angle with the one who should throw it. Something like this is not always possible in sociology, history or economics. Correlations between prices and sales figures can be established, stimulating the punctual demand for that price in that period, but it is not so easy to establish if the prices are the cause of the demand or it is this that determines the prices. Covariant variables are not the cause of the other, which is why it is paradoxical that you can think simultaneously that if prices fall, demand rises, and if demand rises, prices go up. But that’s how it is.

			The social sciences, in which the subject is man, that is, a being endowed with freedom and, therefore, alien to determinism, since causes and circumstances condition it but do not determine it. Someone who acts for personal purposes substantiated as reasons, can always surprise us with their actions. Anyone who is capable of crossing with elephants the snowy Alps on the way to Rome, crossing the Dark Sea in search of a New World, inventing money as a means of payment or sub-prime mortgages, will be able to arise, thus upsetting all our expectations and economic forecasts.

			It is true that, as a physical body and as an animal of instincts, man is also subject to determining causes of which he is a passive subject. If we go on a bus and the driver brakes, all passengers will be driven by inertia, forward, but if the bus stops at a stop, some passengers will go down, and others will not, because everyone has boarded the bus with They have a personal goal that does not have to coincide with someone else’s and they plan to get off at different stops. Of course, if the driver stops, opens the doors and announces that they inform him by radio of the station that there is a bomb on board, it will also be all the travellers who leave the bus, since there is a common and imperative cause to get off.

			That the economy moves by ends does not prevent that predictions can be made, the question is to know the purposes that move the economic agents and we know that the ends are manifested in the events that motivate and reveal the manifestations that declare them. The economist’s main task is to listen and document. Gather information. Heavy sums are paid for obtaining privileged information but there is a lot of free public information. Some of this information is collected in this book. Since not all people have the same weight in economic decisions, sometimes it is enough to know the intentions of the powerful to anticipate situations, because they either represent the will of many people, or they can move many wills. Whoever read Gorbachev’s Perestroika could have anticipated the fall of communism in the Soviet Union. Today we know the intentions of Prime Minister Theresa May and President Trump. What are the implications of Brexit ist Brexit and American first?

			Despite practical and theoretical limitations, we have spent more than two hundred years of economic theory based on two hypotheses: that economic activity is based on the exchange of equivalent goods and services and that economic agents (producers and consumers) base their activity on your intention to maximize your profit, companies, and maximize your income, individuals. Hypotheses very different from the Newtonian of gravity or the constant constancy of the speed of light. It is not that those hypotheses that act as principles of economic theory are not falsifiable, as Karl Popper asks of us in his philosophy of science, but that they are falsely tested, although statistically certain and widely assumed to be repeated. Today we would qualify them as post-truths, which become reality after being believed mostly. Exchanges are produced, not by the equivalence between the value of the exchanged, but when both parties consider that what they deliver is worth less than what they obtain. We must recognize that there are forced economic relations, such as slavery or the payment of taxes and impositions such as the prices of monopolies; without forgetting that, along with the criminals, also the heroes and the saints act in the market, there are gamblers who are ruined by their pathology, drug addicts who pay what they ask to satisfy their dependence and missionaries willing to give their lives for an ideal . Against the predicted by the economic theory, it is explainable that when the English arrived at Rio Tinto and knew the low level of the local wages, they decided to duplicate the wages, with what they were with the surprise that part of the group decided to work alone half a day, since with half a day they had enough to live. Not all that glitters is gold. However, we can think that, statistically, exchanges tend towards equity and that economic agents are attracted to maximize their benefits. That a science is basically statistical is not a problem, also the quantum mechanics is statistical and is a physical science, of the natural and predictable calls. The important thing is to know and recognize what we have in hand and with what limitations we have to count. The problem arises when the known statistics are not applicable to the new situation, when there is no possible extrapolation of the historical data and the series are truncated, because new factors or purposes or tastes different from those in force in previous times have arisen, altering consolidated tendencies and new unforeseen economic opportunities arising a few days before. The key is to be aware of the permanent need to be attentive to change.

			Another problem with economic theory is that, given the large number of variables involved, the theoretical economic relations are established under the principle of ceteris paribus, that is, in the hypothesis that the rest of the variables remain constant and do not intervene in the relationship between the variables studied, which is not true, because of the many feedbacks that actually exist between some variables over others, running the risk of ignoring relevant constants.

			However, relationships can be established between variables that allow us to have indications about the effect of certain economic measures, taken in known situations, on specific aspects of the economy, which helps us to make decisions and establish reasonable economic policies. Most of these relationships are limited to knowing the sign of a derivative, that is, they are limited to pointing out tendencies, namely that if a certain variable rises, another, correlated with it, must also rise, while other variables, inversely correlated with that, they have to go down; but it is difficult to know how much a specific variable will rise or fall before a certain impulse. It should not surprise us, therefore, that, for example, there are economic measures taken by the government that we know will favour employment but nobody can predict the number of jobs that will be created with this measure or when they will be created and we know that a certain expansive policy will stimulate demand and raise prices without being able to anticipate exactly how much. Another feature of the economy is that it is historical, the economic reality evolves with the events that are accumulating as constituent substrates of the present situation. Characteristic that is physically appreciated in some economic activities such as urbanism.

			Functions and value of money

			For Aristotle, in addition to the function of facilitating exchanges, money had the important function of being a unit of measurement of the value of things, so it was of the utmost importance that it kept its value invariable. One conclusion of that premise was that no interest could be charged for the loans, since no one asks the neighbour to return a tape measure a few centimetres longer than what was lent. As a result, St. Thomas, Aristotle scholar, considered that charging interest was sin, making the credit operations were vetoed to Christians and since the Arab world was the one who translated the works of Aristotle in the Middle Ages, Islam also followed the Teaching of the Stagirite and veto the collection of interest, so that the loan and banking were activities reserved for Jews for centuries. Even today, the Muslim bank considers sin the collection of interest, resorting to other means to bill its services.

			Today we know that the interest is the price of money and it is justified to collect it as compensation for the lost profit that the creditor suffers when lending money and as compensation for the risk of defaults, but economic history has shown the importance of keeping money value to ensure its function as a unit of measurement of wealth and ensure the stability of prices where possible. Although the currency does not change, prices may change due to alterations in the availability of merchandise. The distortions of high inflation in the economy have left the bitter memory of well-known economic havoc in history. We will remember some case later. In addition to the functions of intermediating in the exchanges, facilitating them, avoiding the barter, and being a unit of the value of things. Money is also used as a financial asset for the accumulation of wealth and means of payment to settle debts. For Karl Marx there would be two ways of using money, a legitimate and functional, as a means of exchange between goods that he formulated by means of the expression:

			M1DM2

			By which a commodity was exchanged for money in order to obtain other merchandise in exchange for that money. (The formula is not a product, but represents a sequential process in which two exchanges take place). And a way that he described as illegitimate and dysfunctional, in which a quantity of money was invested in merchandise with the speculative purpose of changing that merchandise for more money. Thesis that moves Marx to condemn trade, given that, in his opinion, it would generate speculative capital gains without adding value. He expressed it by the formula:

			D1MD2

			All transport in space or time (through storage and proper storage) involves a modification of the goods, since when moved in space and, for example, transported from Calcutta to Manchester (the example that Marx himself puts in “The Capital” is the marketing of a flax bale that is sent from India to England), the merchandise in India is different from the merchandise placed in Manchester, both by the difference in the volume of demand in the new market with respect to the previous one as in the potential improvement of value that it will reach in its final state due to the different production cost, depending on the subsequent processing by hand or machine, given the difference in industrialization between the two countries in the 19th century; then there are objective economic reasons, in addition to the cost of transportation, so that prices differ between different places.

			The correct formula would be

			D1 M1 M2 D2

			The higher price of M2 is justified, because M2 is a merchandise different from M1 and more valuable, since it has changed space and, with it, the mercantile conditions when placing it in a different market. There has been an elaboration when transporting it that has generated an added value that gives rise to a quantifiable and justified surplus value. While it is true that the purchase of goods for resale without any elaboration or transfer, gives rise to speculation, activity that we will analyze.

			Work is not the only generator of surplus value, since so is the merchandise, when it is enriched by transport, redesign, processing, packaging, marketing ... and especially with its use as integrated production equipment with others in a factory system destined to the production of other goods, under one direction and with the help of a job. In the extreme case that these goods were robots, it is evident that if labour produces surplus value, robots, being commodities, produce surplus value in the absence of labour. In the so-called factories “without lights” not a single human being works, light is not necessary, everything is robots, they produce surplus value but there are no workers, only merchandise.

			Marx was wrong to say that only labour generates surplus value and liberal neo-capitalism is wrong to consider that only the merchandise owned by the investor and used as a factor of production, is the one that generates capital gains. The fact that work is not the only one that generates surplus value does not imply that it does not generate it, and that the merchandise generates surplus value does not imply that it should be the only one that does it.

			The synergy of the collaboration between both factors of production is what generates the capital gains that allow profits to be produced, as a remnant of income after giving back to capital through dividends and work through salaries and covering all the expenses of the company. This benefit of the companies is available so that it can be distributed among the parties, some as complementary dividends, others as productivity bonuses. Or give it to charitable actions or accumulate it as reserves. By capitalizing these reserves on a capital increase, new shares should be distributed between capital and labor in proportion to their contribution to profits, exercising the gift of yielding the habit of accumulating capital gains only in favour of capital and repaying them with capital. the two factors that produced them. If both factors generate surplus value, the ownership of the fruits of a company should not be exclusively the investor who provides merchandise in the form of real estate, facilities and machinery, but should also be the work that has contributed to the benefits of their activity. It would be necessary to analyze formulas by which surplus value was recognized, both of the work and of the owner of the merchandise and recognize the right to ownership of the part of the surplus value that corresponds to each factor, for its contribution to generate the corresponding added value.

			The price

			In the free market, prices are set as a consequence of the balance between supply and demand, between what is produced and what is needed. The price is a value within the range between the maximum amount that buyers are willing to pay and the minimum amount that sellers are willing to sell. In the souks, this value is tried to be defined by bargaining; in certain markets with fixed prices, the price is fixed by the seller with the information he has on the market and based on his costs. In monopolies, it is the seller who sets the price trying to maximize their income.

			If we graphically analyze the relationship between prices and economic activity, we see that both factors maintain an equilibrium with each other according to the volumes of supply and demand that act in the market seeking their mutual satisfaction. From the demand side, the lower the prices, the greater the demand, which can be represented by Cartesian axes where the price is on the vertical axis and the volume on the horizontal, by a downward curve, upwards. For a given commodity, when the price is P, the volume of demand is Q (which we represent without an asterisk by focusing on a particular commodity, without referring to the set of all the commodities traded in a market, as we will later do). If the price falls, the demand would be greater, as the equilibrium point A slides to the right and down along the demand curve. If the price rises, the volume of the demand would be smaller, as equilibrium point A moves to the left and upwards along the curve. Being the most expensive product, there would be fewer buyers and, on average, each of them would buy smaller quantities. As always, considering the other constant variables, according to the principle of ceteris paribus.
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			If the analysis is done from the supply side, we observe that production grows as prices go up, given that productive procedures that were not profitable at low prices are productive when prices rise and production lines paralyzed by their products. high costs begin to produce as the value of their products increases and, with the appeal of higher prices, entrepreneurs are encouraged to expand their staff and buy more machinery, equipping themselves to produce more. As a consequence, we obtain an approximately symmetrical curve of the previous one with respect to a vertical axis. Each point of that curve, for example the A, known as the supply curve, represents a point of equilibrium between price P and quantity produced Q.

			Considering simultaneously the two curves, the demand curve, indicating the points with the volume that the market is willing to acquire for each price, together with the supply, with the points that indicate what the producers are willing to manufacture for each price, the equilibrium occurs where the two curves intersect, point A, indicating that for the price P, the volume produced Q, is equal to the volume consumed.

			[image: ]

			It is advisable to be careful to distinguish between “demand increases”, the fact that there are more buyers willing to buy when prices fall. It is represented by a shift to the right and down on the demand curve and “rise in demand”, the fact that there are more consumers willing to spend more. It is represented by an upward displacement of the entire demand curve. In the first case, it is about taking advantage of a price reduction or short-term reductions, they have a saving motivation. In the second case, it is an increase in the propensity to spend, they have a consumer motivation.

			The P prices, the economic activity Q and the monetary amount M are related by the speed of money circulation so that:

			P = M v / Q

			Being v the speed of money circulation, the price level is given by the product of the monetary mass M by the speed of money turnover v, divided by the volume of economic activity Q.

			Formula that shows how an increase in the money supply M, although it could serve as an economic stimulus to stimulate demand with that greater availability of money, growing Q. It can also cause prices to increase, so control is necessary monetary policy that monitors prices and avoids inflation.
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