Investing in 1960

by TANCASTER M. GREENE

HE relentless though uneven

erosion of dollar buying power
has just put jet force behind the drive
for growth. Roswell Magill of the
Tax Foundation says, “the most im-
portant test of every proposal for tax
revision is, does it remove or lower
some barrier to essential economic
growth? If it does not, in my view,
it loses Eriority and importance.”

The chorus of economists who de-
mand that government do something
about everything — such as Robert
Nathan and Professor John Galbraith
—demand enough inflation to make
five per cent annual growth, Governor
Rockefeller now tops them by asking
for six per cent growth per year.
Inflation in ecarly stages encourages
growth for the simple reason that few
are aware that they cannot replace
the plant they are wearing out, at
prices they are getting for their prod-
ucts.

When George Bernard Shaw said
“the universal regard for money is
the one hopeful fact of our civiliza-
tion,” he was giving a puckish twist
to Henry George's statement, “man
secks to satisfy his desires with the
least possible exertion.” This is the
basis for the scientific study of man
in society. In a sense this is the mo-
tivation which sends the stock market
up or down, and influences every as-
pect of our economic life.

All over the world people have
heard of the standard of living in the
USA, and many are asking why they
should not attain the same level. This
is now described as the “revolution
in expectations.” But why should thesc
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people seck to rise painfully by their
own education and efforts? Why not
just ask the USA for dams, power
plants and other symbols of the good
life? Isn't this the attitude of those
who prefer foreign aid to freedom of
trade, and also of our free spenders
of forced contributions, called taxes?

U.S. Budget Director Maurice H.
Stans says the U.S. Federal govern-
ment already owes $750 billions. The
§290 billion debt does not include
$30 billion accrued for military retire-
ment, $27.5 billions for civilian re-
tirements, $25 to $35 billions for
complctinrg the interstate highway, $8
billions for civil public works now
started, 86 billions committed for
public housing, $4.4 billions for mer-
chant marine subsidies, $300 billions
for veteran pensions, and more bil-
lions for farm subsidies, urban re-
newal and loans to underdeveloped
countries. In addition, state, municipal
and corporate debts of about $500
billions, bring the total to $1 trillion,
250 billions.

Savers of money must seck invest-
ment for growth as the hope of re-
taining the power to purchase in the
face of rising debt. But how many
companies are growing? In June, 1957,
out of 128,487 corporations filing tax
returns, only 86,208 (67 per cent)
reported a profit; while 42,248, or
one out of three, reported a loss. The
U.S. Treasury Department published
these figures two years later. How then
can an individual choose the best of
these 86 thousand corporations making
a profit?

Less than 1200 of these companies
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have been successful long enough (and
can show the ired minimum of
1500 holders of 100 shares) to qual-
ify for listing on the New York Stock
Exchange, wh;re strict standards of
accounting and regular reporting to
holders are enforced. The Securities
and Ex Commission therefore
finds this group to be of the
greatest interest in the investment
field. Furthermore, of the 12.5 mil-
lion share holders of record in 128,-
407 corporations, 8.5 million of them
e e Sam companic Lated 08
the nearly 1200 companies listed on
this y 'mvﬂued in the

Since the warigns advisory services
and investment:comnsellors concentrate
their mduqﬁﬂﬁh&&ﬁvﬁmmts for
clients to this atex; the individual may
well make all or almost all his invest-
ments from the same source. .
“big board” are represented i
est priced and ablest
the country, utilizing $250 billions of
investors' funds —and this kind of

mmnﬁmmt talent is worth paying
for. owev&lr, s]:leven in this P:elect
group not ow improvement* ot
growl:h each year, can
make mistakes of ju t and have
to be replaced. But investors do not
chan, tgeir investments often—only
one billion of the six billion shares
on the hands in
1959. An investor must fore select

ts carefully, for he may be
choosing partners for a lifetime, and
his success depends on their character,
ability and ambition.

One popular tion asked of man-
agemenl:sol;s, hoﬁuch do you spend
on research—what percentage of sales?
In 1920 only DuPont was n for
its research — $2 million a year as
against $90 millions being spent now
in 36 separate research towns. In 1959,
3.5 billions were spent for civilian
resedrch and about $4 billions for
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military research. As a result 75 per
cent of the products many alert com-
panies are now selling did not exist
five years ago. But depreciation and
obsolescence are rapid, and more al-
lowance for depreciation of plant is
necessary to allow the United States to
compete with lower wage countries.
Those who are students of Finda-
mental Economics in the Henry
George School know that depressions
or recessions will eventually follow
booms, until land value taxation is
understood and adopted. Inflation in
land prices, or merely holding land
(opportunity) idle while waiting for a
higher price than builders and pro-
ducers can afford, ultimately stops

growth.
More people own real estate than
stocks, but e numbers of them

lose money or make little from their

land and improvements. Why is this?
In the opi of this observer it is
because manage their own real
estate. The do-it-yourself management,
as a sideline to a full-time job, is sel-
dom i to match shrewd

operators in this field. Even when the
real estate investors hire management
they do not often get the superior type
of managers who are sought,
?mﬂm of price, by the directors

great industrial corporations.

So there is every reason why invest-
ors should choose management teams
who have the integrity and ability to
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meet difficult conditions and tough
competition. Skillful, hard work is re-
quired in making selections for invest-
ments—it is not easy, and no one can
guess right every time. But there are
well tested safeguards in the form of
questions, which anyone with the time
and tenacity can apply for himself.
This is the approach of the profes-
sional analyst.

Does the company have products or
services with a market potential for
possible big increases in sales for
some years—say seven or ecight? Is
the management determined to con-
tinue developing new products or

processes that will still further in-
crease this sales potential as competi-
tion increases? Is the amount spent for
rescarch high enough in proportion to
sales? Is the sales orgamzation above
the average? What is the company
doing to improve margin? Is the cost
analysis good and accounting first
rate ?

But integrity in management is the
sine qua non. The importance of this
cannot be stressed too strongly. Look
for honesty and competence in labor
and personnel relations before making
yourself a share holder in any com-
pany in 1960.

Ualue

—A Short Statement
by ROBERT BENTON

HE possession of some things will avoid

labor for the possessor. Some things will
avoid more labor than others. Things which
will avoid labor will exchange in a certain
ratio for other things which will aveid labor.

What is the ratio of their exchange?

First consider the ratio in which they will
avoid labor, as a pencil will avoid, say one unit of labor and a

pen two.

Then the ratio of exchange for the pencil and the pen will not
be one pencil for two pens, but the precise inverse of that ratio—

namely two pencils for one pen.

I regard this statement on the ratio of exchange to be the law

of value:

Two things will exchange for each other in a ratio which is the
inverse of the ratio in which their possession will avoid labor.
The purpose of this is to show what determines value, and how

valuable things are exchanged for each other. It will also help to
explain the instrument used for measuring value.

(The above statement grew out of a keen discussion about value held at the
school’s annual conference at Rutgers University last summer. Robert Benton.
director of the Detroit extension. one of the participants, riding home on the train
afterwards, said he “couldn’t go to sleep for thinking.” There is, of course, much
more that could be said on this almost inexhaustible subject, but this qptly
paraphrases Henry George's basic tenet.)
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