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Newspapers, as oil wells?
One of the most enjoyable things about studying Charlie Munger is seeing his multidisciplinary thought
process in action. As is often the case with Munger, and his partner, Warren Buffett, insights are at the
same time disconnected at the surface and united at some fundamental level. They are the kind that
make you realize how hard ‘simple’ really is. A more recent example of this way of thinking was given at
the 2013 Daily Journal Corporation Annual meeting, held in California.
According to a transcript of that meeting Munger was asked about Berkshire Hathaway, of which Munger
is Vice Chairman, making newspaper investments in today’s electronic age. This is what Charlie said:
“…we don't mind something that is declining. After all, everybody that buys an oil field is buying
something he expects to decline in due course to zero. They just expect to make enough money out
of it to compensate for the money they're employing.”
You can say that’s perfectly obvious, which it is, but how many people have trained themselves to think
that way? The newspaper-as-an-oil-well analogy expresses the simple fact that investing is simply laying
out money now in order to get more money back later. So what if the cash flows are declining, or will
end? That can be adjusted for in the purchase price. The economic reality is that a newspaper – and
presumably a dying one – is no different from an oil well. To make money at either venture of course
relies on expertise and certain judgment calls, such as how much oil is left in the ground or how many
papers you can sell and for how long, but the realities are still the same.
Munger has trained his mind to recognize connections that others miss. The example above is entirely
within the sphere of economics/finance, though Charlie frequently ventures outside of this realm to find
connections among psychology, biology, physics, and chemistry, among others. He calls this process
multidisciplinary thinking and it is at the core of his investment process, and his way of life.
Munger has been using these techniques for a long time. In 1994 he gave a speech to the University of
Southern California Marshall School of Business, entitled, “A Lesson on Elementary, Worldly Wisdom as it
Relates to Investment Management and Business”. To illustrate microeconomics in the context of
another discipline, Charlie used the example of how in the animal world we frequently see species that
narrowly specialize in one area and therefore flourish (author’s note: think of bacteria that grow near
methane gas vents on the ocean floor; or fish who live on the backs of another, larger animal, mutually
benefiting both parties). It is no different, Charlie says, than a business that specializes in one particular,
narrow niche, and thrives because of it. As Munger commented it, “…is a very unfashionable way of
thinking”, to think of economic systems as, “sort of the equivalent of an ecosystem”.
When others are writing off newspapers as an unprofitable area for investment Munger, and Berkshire
Hathaway’s newspapers, are busy pumping real dollars to the bottom line. It pays to think differently.
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