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%w: out of one hundred average
~old American men, fifty-
&mvﬁﬂhcdependmtand unable to work
at age sixty-five; five will still be working;
thirty-six will have diedi—and only five
will be financially independent. Thus, out
of the sixty-four men who live to retire,
only five—or about one in thirteen—actu-
ally achieve financial independence!

How can this melancholy state of affairs
exist in the richest country in the world?
How does it happen that more attention
has not been given to this important aspect
of our national life? Who is to blame?
And is anyone taking steps to remedy the
situation? Finally, what threats to the fa-
vorable conditions for the abolition of
poverty exist, and what is being done
about them? These questions will be
touched upon in this article.

One conclusion appears fairly certain:
the tremendous advances in technological
and theoretical science which we have been
experiencing during the last twenty years
will not in themselves solve the enigma of
poverty and indebtedness in the world’s
richest land. In fact, as will be discussed
later, certain aspects of science seem to be
working in the opposite direction.

Neither can the steady re-distribution of
income among the various economic groups
be counted upon to solve automatically the
troublesome enigma. Despite the fact that
the share of the top one percent of all tax-
payers in the nation’s total income declined
from about twenty percent to about seven
and a half percent in the recent post-war
years, real evidence is lacking that there
was anywhere near a similar increase in
the percentage of those who reached age
65 financially independent.

Another disturbing element is the fail-
ure of a large increase in median income
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1In 1956 the average

$4,783—an increase of nearly $2,300 since
1944 (when the first surveys were made by
the Bureau of the Census). During this
12-year period the proportion of familics
with incomes of $5,000-and-over increased
from 12 to 47 percent.

What, then, is the answer? The reason
lies much deeper than in the superficial
family staustics compiled by our govern-
mental agencies. The financial immaturity
of our fellow citizens is traceable to their
education. This immaturity is as much a
responsibility of educators as is esthetic im-
maturity. But it is not recognized as such.
Our system of elementary and secondary
education is the real villain in this drama.

Although the principle of compound
interest and its application to savings ac-
counts is apparently given adequate treat-
ment in elementary and secondary schools,
nothing, or very little attention is given to
the various forms of installment purchases
made by the average family today. Still
more important, apparently no time is
spent in the application of compound in-
terest in the field of investment.

College sophomores, starting their class
in personal finance, are always pleasantly
surprised to discover that a saving of only
$300 per annum, compounded semi-annu-
ally at five percent during their average
working life of 45 years will amount to the
not inconsiderable sum of $49,373. They
simply have never heard of the concept
before! This, despite the fact that they live
under the world’s most highly-developed
system of capitalism and need to have a
dehnite knowledge of the mysteries of in-
stallment credit, bank credit,
insurance, and investment.

real estate,

The fact is that only one in about ten
graduates of high school has any real
knowledge of thesc all important clements
of personal finance. Inasmuch as two-thirds
of these people never get to college it is
evident that under present conditions the
great majority of our citizens go through
life poorly prepared to deal with the
highly-trained technicians of finance with
whom they will inevitably be forced to
match wits,
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When the question as to who is 1o |
for this sorry state of affairs comes
is not possible to give any easy or
answer. In the first place, in some state
we find that the state-supported schools
higher learning are forced to teach co
in American history and English,
isn't familiarity with the ground rules of
our economic systemn equally important?

Again, our teachers’ colleges abound i
“business education” courses in stcnogﬁ"-,
phy, shorthand, and “business” arithmetic,
but are without courses designed to teach
their graduates how to teach personal fie
nance in the secondary schools.

Finally, the school boards of our cities
and towns have shown little inclination to
familiarize themselves with the curriculums
proposed by their superintendents of i
struction. The result is that very few hlgh
schools offer courses in ptmmal finance.
Again, many board members are often
practitioners in one or more of the fields
of business finance.

Some responsibility for the mass igno
rance of the elements of our economic sy
tem lies, then, with the politicians, with
faculties of our teachers’ colleges, and with
the members of our local school boards, If
these community leaders are not able nog
willing to institute steps to make our sys
tem of capitalism a working reality—who
can?

Perhaps we should take a longer, more
philosophical approach to the problem, and
that changes
slowly. There is nothing new in this situa
tion.

remember human nature
Almost two hundred years ago, Rob-
ert Burns complaining against the

same thing when he wrote:

was

Man's inhumanity 1o man
Makes countless thousands mourn.
What can be done? Obviously, all three
groups — politicians, faculty, and board
members—should be brought under pres
sure from student bodies, civic clubs, par
ents-teachers™ associations, and public-spir-
ited individuals to effect the necessary
reforms in the area in which they wield
influence. At present this is not being done
in any large degree, and the crying nced is
for citizens who are “self-starters” to initi
ate the drive.
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To this extent, we are all to blame.

And now let us turn back to the large
question which the previous remark about
the $49,373 capital accumulation undoubt-
edly raised in the minds of many readers.
The question is (i.e., usually is), How can
I accumulate at a rate of five percent year-
in-and-year-out so that my $300 per year
in saving will actually accumulate to near
ly $50,000 by retirement age?

The answer is, Through investment in
“closed end” investment trusts which are
sold on the stock exchanges just like any
other individual company.

The following summary will disclose
why this type of fund is preferred, and why
the rate of five percent is considered rea-
sonable: over a twelve year period (Janu-
ary 1, 1946 to December 31, 1957) $1,000
placed at five percent compound interest
increased to $1,796 at an annual apprecia-
tion rate of five percent; $1,000 invested in
Moody's average of 125 stocks increased to
$2,552 at a little over eight percent; $1,000
invested in an average of 24 “open end”
investment trusts increased to $2,041 at a
little over six percent; $1,000 invested in
an average of ten “closed end” inyestment
trusts increased to $2.950 at about nine and
a half percent.

These figures, which were taken from a
recent study prepared by U.S. News &
World Report, do not tell the whole story.
The range of the “closed end” funds was
generally better than that of the “open
end” funds (those sold directly to the pub-
lic. with no limit on the shares outstand-

ing). The annual accumulation rate for
the former ranged from a maximum of
14.4 percent to a minimum of 8.1, whereas
the “open end” range was from 11.1 per-
cent to a low of only 2.6 percent.

The excellent appreciation record dis-
closed here cannot all be attributed to the
investment skill of the “closed end” fund
[ll.![]élgﬂrs.

Just as much credit, or perhaps even
more, is due to the fact that they had avail-
able for selection the common stocks of
hundreds of giant corporations whose
stocks were publicly traded on the various
stock exchanges.

“Big Business” is the true benefactor
which makes financial independence possi-
ble for the average man today.

Is this generally recognized? Do we, as
a nation, fully appreciate that our collec-
tive creative and organizational genius has
found its highest expression in our giant
corporations? Do we realize that several
hundred of these giant corporations: domi-
nate the economic life of our country, and
that their foreign ramifications are so ex-
tensive that they have become truly inter-
national, rather than national, in scope?
That their enthusiastic reception by foreign
nations has occurred at the same time these
countries have been busy ridding them-
selves of the remnants of the so-called im-
perialistic system under which they have
been exploited for generations?

Would such an appreciation presage the
first stage of a new and more benchcent
era in world affairs in which pelitical in-
fluence and interference with the economic
development of the so-called underprivi-
leged nations will be replaced by the friend-
ly co-operation and competition, based
upon service, from these giant corpora-
tions? Would it point the way to the ulti-
mate conquest of poverty? In my opinion,
it would.

That there are many obstacles to the ful-
fillment of this idealistic solution, both at
home and abroad, cannot be denied. Space
limitations prevent discussion but of only
two—both of domestic origin—which, if
allowed to grow unchecked, could serious-
ly impair the ability of our corporations to
bring about ultimate world economic unity
and the conquest of poverty.

Certainly the creation of vast labor
monopolies, exempt from the anti-trust
laws which assure continued competition
among the giant corporations, constitutes
one serious threat. How could this happen
in a capitalistic economy such as ours?

Once more the finger points unerringly
to the failure of our educational system to
enlighten the wage earner with respect to
some of the more rudimentary clements of
capitalism: that it is impossible for labor to
consume more than it produces; that maxi-
mum productivity can only come through
large and continued injections of new capi-
tal into labor-saving machinery; that new
capital can come only through profits re-

Continued on Page 32
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