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The Market and the Economy-I- II

I I I I I I I I European Policies to Qet
Sl Tuesday"

Study by JFK Advisors
EDITOR'S NOTE: The Kennedy ndministrnfion tj studying

Western Europe's tax, economic and budget policies in ait
to find out what makes Europe run while America walks.

Reasons jor these studies and their possible bearing on future
U, S. fiscal policies are discussed in this third of four articles
by AP economic affairs writer Sterling F. Green.
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By STERLING F. GREEN
Of tha Associated Press

WASHINGTON The Kennedy administration is probing
the growth possibilities in a European-styl- policy of "neutral"
federal budgets less concer nover small and temporary defi-
cits, less emphasis each year on surpluses.

President Kennedy has ordered his Council of Economic
Advisers to study Western Europe's budget, tax and economic
policies to find out, if it can, what makes Europe run while
America walks.

Behind his decision is the fact that for the past five years
the Europea nallies have been expanding their output twice
as fast as the United States. Some have gone beyond "full em-

ployment" and now have labor shortages.
Some reasons are evident the swift development of the

Common Market, the rush to raise living standards which still
are far below this country's, different economic planning. Still
other elements have caught the eye of administration econo-
mists.

One is that Europe's private and public investment in new
plant, equipment and other assets is about 50 per cent higher,

It's Rough World,
All Corners of It

By WILLIAM L. RYAN
Of the Associated Press
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in proporlion to national output, than that of the United States.
Another is that Europe's governments have run frequent

deficits without apparent alarm. In the rare periods when busi-
ness hesitated, bigger deficits were sought promptly and de-

liberately to bolster buying power. Seldom, except in booming
West Germany, have "tight money" policies been invoked pur-
posely to check inflation.

TAX STRUCTURES OF SPECIAL INTEREST
Whether or not these fiscal policies have helped build Eu-

rope's visible prosperity can be debated. But the Kennedy ad-- ,
ministration, now searching for ways to turn a merely "satis-
factory" recovery into full employment prosperity, intends to '

find out if it can.
Of special interest are Europe's tax structures, for Ken-

nedy has announced he will send Congress this summer the .

blueprint for a massive 1963 tax overhaul. There is specula- - i

tion that it will contain a net tax cut of up to $5 billion. At
what points should this tax relief be concentrated to produce
maximum growth?

Republicans who blame Kennedy economic policies for the
stock market's wild gyrations, already have assailed the Euro- -'

pean study as "a real adverture.
There are ample signs that the study and its director. Chair-

man Walter W. Heller of the economic council, will be the
target of GOP campaign speeches throughout the fall con-

gressional election campaign.
The Senate Republican policy committee has already given

the cue. It derided the idea that this country, "probably for
the first time in modern history," should look overseas to
"find out something about how to maintain a strong economy."

The GOP statement recalled that Heller helped a Marshall
Plan economic mission to West Germany in 1951. The mission
came up with "a brightly packaged guide to economic per-
dition," (he Republicans said. They went on:

"Dr. Heller and the team suggested, among other things, ''that in order to recover West Germany should: (1) not pay
any attention to balanced budgets; (2) not worry about infla-

tion; (3) not have excessivo concern for price stability; (4)
not be overly timid about the creation of new credit; and (5)
be sure and let the government play the dominant role in tha ,
economy."

Germany ignored the advice, the Republicans said, and ln-- t
stead took the route of "a sound currency, a balanced budget," .

incentives to investment and encouragement of private enter--
prise.

Kennedy was asked at his news conference two weeks ago
whether he thought Europe's swift advance was related to defi-- ',

cit financing. He replied that he felt this was "one of the mat-
ters we ought to be talking about." '

'A DRAG ON THE ECONOMY'
The President said he was "not sure our budget keeping '

Is as modern as the economy demands." He felt that the tax
system should be looked into, to see whether it acts as "a drag
on the economy" when the country is climbing out of a re- -

.

cession. ' '

"I don't think we should be satisfied with the way we are 2

operating our economy as long as we are not going at full
blast, as they are," he said. '

The Heller study is expected to propose some changes in
the budget itself the "administrative budget" historically '
used for federal bookkeeping. Economists have long argued"
that it is a poor yardstick for measuring the actual Impact ot
federal spending and on the economy.

Heller has indicated he favors a budget which would show
the economic effects of the huge government held trust funds,
including Social Security.

But Kennedy and Heller are focusing on matters of greater
moment than tinkering with the fiscal yardsticks. They want1
to know, for instance, whether a tax cut in 1963 might have
the same beneficial teffect that the last one had, in 1954. And ','

whether it might be preferable as a stimulant as Britain
seems to believe to a rapid increase in federal spending.

'

Historically, Americans have expected their government-- no
matter which party is in power to budget for a surplus.

All too often the surpluses have turned into deficits, but the
goal of balancing the budget has been accepted as synonymous
with fiscal responsibility.

One question raised by recent European experience is
whether the very act of writing and executing a surplus budget,
under some economic conditions, serves to diminish consumer
and corporate Incomes and thus backfire by retarding the
economy and unbalancing the budget.

Some European experts argue that it Is wrong to use the
budget as a restrictive weapon unless there is a serious in-

flationary threat that a more nearly "neutral" budgeting;
policy in the long run will provide the economic climate that
generates growth and rising tax collections.

(Thursday: The Kennedy grand strategy)
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ket as the wave of the future,
finds the arrangements get-
ting in its hair, what with tar-
iff retaliation whenever the
Americans insist on protect-
ing their own domestic In-

dustries.
India is angry at the United

States because of its military
support of Pakistan, which is
allied with Washington in the
Central Treaty Organization.
So India dickers with the Rus-
sians for supersonic jet
fighters. But since Red China
is angry at India, it is making
friendly gestures toward Pak-
istan, supporting the Pakis-
tani claim to Kashmir and of-

fering of all things eco-

nomic help to Pakistan.
Syria is talking all over

again about federation with
Egypt in the United Arab
Republic. That has the scent
of trouble to it, because the
Syrians usually don't talk
that way unless they're
abraid of something else.

In South America, the Al-

liance for Progress doesn't
seem to be going places. Re-

forms tax, land, administra-
tive and the like seem to
languish or get in committees
or just remain in the talking
stage.

Crisis or the threat of cri-

sis hovers over a half dozen
Latin countries, and painful
embarrassment for the United
States lurks around almost
every corner.

Maybe if the United States
had only Russia to deal with,
and Russia had only the
United States to deal with,
things, might be a bit easier
for statesmen on both sides
of the fence.

It would be understandable
these days if United States
statesment were in a snap-
pish mood, like men con-

fronted by the incomprehen-
sible.

The way the news has
been looking, the statesmen
could easily get the impres-
sion that the only comforting
news comes from Moscow.

The Soviet government is

up to its ears in economic
trouble, it has had to boost
food prices sharply and the
make embarrassing explana-
tions to its public:

Russian youngsters are be-

coming worrisome, as it in-

fected by something that old
Bolsheviks might well call
creeping capitalism.

The Russians have trouble
with their rambunctous Chi-

nese allies and with little
Albania.

But what's happening else-
where?

The United States has Its
own trouble with its fractious
friends.

President DeGaulle's gov-

ernment, still in a mess with
Algeria, has its own ideas
about how the North Atlantic
Alliance should operate, and
tends to be unruly.

The West Germans are
peeved whenever the United
States seems to want to talk
to the Russians about Berlin
instead of threatening to toss
rockets at them.

The British can't seem to
make up their minds whether
to get into the Common Mar-
ket or stay out of it.

The United States, devoutly
endorsing the Common Mar
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Black Tuesday's Record Still Stands
Eugene Doctor
Elected to Office

Dr. John D. Bonzer, Eugene,
was elected a councilor of the
Oregon Society of Internal Medi

Hell --Bent Slide of 1929
Far Worse Than 1962

cine at the group's annual meet-

ing Saturday at Timberline
Lodge.

More than 30 internists from
throughout Oregon attended
the meet which featured a pan
el discussion on medical care
for the aged and a scientific re
port on genetics and the red
blood cell by Dr. Robert Koler,
a member of the division of ex-

perimental medicine at the Uni-

versity of Oregon Medical
School.
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stitutions many of them,
like the pension funds, un-

known to the 1929 market
which lacked this stabilizing
influence.

But perhaps the biggest dif-

ference between the stock
market today and 33 years
ago is the individual stock-
holder himself. His ranks are
much larger now. Belief is

widespread that he is better
informed about what he buys
and that he gets into the mar-
ket only after sound investi-

gation or on sound advice.

Vaccine Ordered
WARSAW Wl Polish health

authorities ordered mass vacci-
nations in the port cities of
Gdansk, Gdynia and Sopot after
cases of smallpox were discov-
ered on an Indian freighter. ULIU.

BRIGHT PRINT SHIRT

Short Sleeved for SummerC Short Sleeved
A . V

light. Tha Federal Reserve
System's easy money policy in
the s encouraged the
use of credit in speculation.
Later it tried to correct this
but it was too late. The pub-
lic borrowed at the high rates
and went on gambling.

Stock trading crossed the 3
million shares a day mark in
1925, quickly climbed over
4 million and then 5 million.
Customers' men at brokerage
firms grew careless in advis-

ing about purchases, and
many member firms joined
the pools to push up prices
of certain stocks and then un-

load them.
When a broker did urge

his customer to use caution,
he usually lost the speculator
to another broker who cater-
ed to any buying whim.

The crash and its aftermath
brought on controls intended
to prevent such a thing from
ever happening again.

In May 1933 Congress pass-
ed the Securities Act which
requires public disclosure of
facts bearing on worth of se-

curities.
The Securities and Ex-

change Act of 1934 outlawed
misrepresentation and manip-
ulation of securities, curbed
the activities of corporate in-

siders dealing in stocks of
their own company, set rules
for soliciting proxies, clamp-
ed down on activities of brok-
ers and dealers.

Congress set up the Securi-
ties and Exchange Commis-
sion to police this. SEC de-

mands full financial informa-
tion from corporations before
new stock issues can be offer-
ed. It can call brokers and
dealers on the carpet and
even revoke their trading
privileges. It watches over the
activities of insiders and over
the issuance of proxy state-
ments.

In 1935 the Public Utility
Holding Co. Act brought util-

ities under regulation. In
1939 the National Assn. of
Securities Dealers brought

dealers un-

der supervision.
The Federal Reserve Board

can raise or lower the margin
requirements to meet condi-
tions bearing on how much
buying of stock on the culf
seems good for the economy.

Along with these policing
activities, today's market
benefits from the big share of

outstanding stocks held by In

By DAVID L. BOWEN
Of the Associated Press

An ominous comparison
hung stubbornly in news
stories as the stock market
dipped abruptly on Monday,
May 28.

As few commentators over-

looked, the size of the day's
plunge, 13.4 on the AP aver-

age of 60 stocks, was the
greatest since Oct. 28, 1929.
The 9.3 million shares traded
during the slide Monday was
the fifth greatest since Black
Tuesday, Oct. 29, 1929. Hap-

pily for today's investor, the
volume soared to 14.7 million,
second highest in history, the
next day as the market quick-

ly recovered most of the
ground it had lost.

If restricted to bare sta-

tistics on movement and vol-

ume, the crack in the market
last week can be compared
to the crash of 1929. But
when the comparison is
broadened to take into ac-

count the changes of 33 years
the seesaw week fades in

comparison to the hell-ben- t

slide of 1929.

Among relevant differences
Is the size of the market then
and now. Hectic as trading
was last week, it fell far be-

hind the 1929 pace as a pro-
portion of total shares listed
on the New York Stock Ex-

change. The reason for this is

that the number of shares
listed then came to only 1.1

billion, as against more than
7 billion now.

On Black Tuesday, turn-
over on the big board soared
to 16 4 million shares, a rec-

ord which still stands.
As a percentage of shares

then available to be traded,
this came to about 1.5 per
cent.

In contrast, the 9.3 million
shares traded on the steep
fall May 28, figures out to
less than s of 1 per
cent of the more than 7 bil-

lion shares now listed.
Black Tuesday saw the life

savings of thousands of fam-

ilies wiped out and it her-
alded one of the worst and
longest depressions in U. S.

history. The reasons for both
the bust and the subsequent
business depression were
many and complex, but
among the prime causes for
the stock market catastrophe
was speculation.

Almost everything about
atock trading in the 1920s
seems fantastic 1 n today'a
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SPORT
SHIRT

Crisp cottons need little or no
ironing. Feature stitched collar
with permanent stays, yoke back",

pearl buttons and two pockets.
Assorted colors, designs.

Ivy League Style 1.99

(tuiiMlcttc the new slim
i- - . 1 1Af(r You Sf Your Doctor,

Bring Your Prescription To Us.
j

(aw aajusTODie razor-

mm Don't Forget
To Include a

FATHER'S DAY

CARD

With Your
Selection

From Our

Wide Assortment
Of Gifts

Your druggist
should be chosen

as carefully
as your doctor.

HIRONS
DRUG STORE

185 Eost 18th Ave.

Blades FREE

SOW FOR

1.50
Rust proof metal
razor has built-i- n

twist blade release.
Comes with a pack
of 5 super blue blades
in a plastia cue.

Imported, washable, lightweight woven collon
Dries smooth in a jiffy, little ironing

collar with permanent stays
2 pockets, securely anchored chip and
heat resistant buttons
Choice of 6 cool weaves in favorite white
Can be worn tucked in or out
Sizes 1 4'2 to 16',i
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