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Eroding Empires

Electronies Giants

Of Japan Undergo
Wrenching Change

Beset by Nimbler Asian Rivals,
Former Technology Leaders
Are Driven to Slim Down

Toshiba, Fujitsu Lay Chip#lans

By RoRERT A. GuTH

TOKYO-Remember Digital Equip-
ment Corp.? How about ITT Corp.” Once
powerhouses of the U5, econamy, (heir
technology empires crumbled years ago
and are pearly forgotten. Their fate
haunts Japanese elecironies execulives
such as Tadashi Okamura,

Mr. Okamura, president of Toshiba
Corp., has watched his conglomerate de-
cline for a decade. First, the South Kore-

© ans made off with i1s memary-chip mar-
kets. Then Taiwanese rivals trounced it in
flat-panel displays. Last year, Dell Com-

. of the ULS. replaced it as the

workd's top maker of nolebook compulers.

Toshiba's troubles came 1o a head last
month when (8 reported its largest-ever

Chips ina Crunch
8 Foderal antitrust nuthorities. are imes-
Ligating whether mer chip mak-
ers colluded 1o prop up prices. AZ.
@ Toshibia arsd Fujitsu sakl they are in
s that could bead 1o a menger of
lnnge portions of their sembronductor
-1-nkim|-. Af.

net loss. n! 52 Imhnn for the fiscal yur
ended March 31. The fresh

brought combined losses for the year al
Japan's Big Five industrial-electronics
makers to $12 billion.

Company executives knew Toshiba
‘was sinking, says the &3-year-old Mr. Oka-
mura. Wllﬂﬂoﬂmﬂulmlnpwn

“much worse than we imagined.”

Like Teshiba, Japan's ather industrial-
electronics gianis are withering away.
Though they once threatened to obliterate
the 1.8, technology sector, years of pas-
sive management have |'[l the ng
Five—NEC Corp., Toshiba, Hitachi Lid.,
Fujitsu Ltd. and Mitsubishi Hleﬂﬂ(‘

deciine, Mr. Okamura and his counler-

ing industry reorganizations in Japanese
history, dismantling their high-tech do-
mains by laying off workers. closing
plants and splitting off divisions.
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_Over time, the executives hope to
tum their ungainly employers into
smaller, healihier companies nimble
enough to prosper in selected niches of
the clectronics market. Indeed, simfaku
to shucku, or “selection and focus,” has
become the buzz phrase in Tokyo board.
Fooms..

Just yesterday. Toshiba and Fujitsu
said they may merge parts of their semi-
eonductor businesses that together would
have annual sales of aboul $4.5 billion,

The plan fodlows a similar deal in March
between Hitachi and Mitsubishi and last
mapth’s announcement by NEC that it
will split off its chip division, which em-

Moys 35,000 and has annual sales of -

about 55 billion, and take it public as
Pleate Turn to Page A9, Colrm 1
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Business and Finance .

HE IRS IS BRINGING BACK
its controversial practice of
auditing individual tax
returns in an effort o crack
down on what It says s a grow-
ing wave of tax scams. IRS offi-
clals said the agency plans to
conduct about 50,000 random au-
dits related to the 2001 lax year.
(Avticse n Column &)

-
drew to a close, with the judge
pushing software fi

TArticie on Page AZ)

w Tech shares crumbled, pushing
the Nasdaq down 3% to 14%6.53,
a low for the year. Bonds rallied
as money moved out of stocks,

Articie on Page €1)

. % =
w ImClone sald the SEC told the
firm it could face eivil action
for its handling of disclosures
about its Erbitux cancer dnif
eticle on Page A3)
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w Dymegy replaced its finance
mummmnmm
fidence amid allegations of
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iArticie on Page C1)

. e o=
®» Mexico’s Pemex sald it ex-
up o 30 foreign firms to

mﬂ new GHIEIJIWM

* (Acie on Page AL0)
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® Vodafone slashed its CEO's pay
and outlined a new
policy amid protests by
investors over rich pay packages.
Ilﬂﬂmmum
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court protection, another sign of

the Eurcpean telecom slump.
iArticle on Page BS|

. % w
w Morgan Stanley's net fell 14%
on a steep drop in securities
businesses. Bear Stearns's net
doubled, helped by an [FO gain.
Uheticin on Page C5)
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that, if ratified, would save the air-

line $560 million over three years.
articie on Page B3]

.
w An ex-DLY compliance official
said he was fired after calling
attention to alleged impropri
eties at the firm's Miami office.
hrticte on Page C13)
R
= Wells Fargo will process all
credit-card transactions on be-
half of PayPal under an agree-
ment between the two firms.
(Artcle on Page Al
- % w
m Toshiba and Fujitsu said they
are in talks that could lead to a
merger of large of
their semiconductor operations.
thetcle on Page A -
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- 5 ereditor banks are
expected to sign off this week
on a plan to refinance $4.5 bil-
lion of the wireless firm's debt.
hiticie on Page BE)

SEP 500 index 1819.59, ¥ -17.15.
Bonds (4 p.m.): 10:yr Treasury
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| Gara

sprang
stop at & busy
Intersection, killing at least six peo-
ple and wounding 35 with his explo-
sives, Tsraell helbcoplers rocketed a
metal workshop said to be
used 1o manufacture weapons, and
tanks entered a section of Ramallah.
But it wasn't clear if such actions
the beginning of Israel’s im-
gradu-

the Palestinian Aul
Bush pul off a speech Muyour
Mideas! peace proposals, (acluding
toeeard o Palestinian state.
The White fouse sasd the

woom't the speech, but il
wail for o better time to deliver if.
o

m Congressional Investigators were
told the NSA intercepled Arabie con-
Sepl. 10 that spoke of a big
event set for the next day, but
weren't translated until Sept. 12. An
official sasd the intercepls lacked de-
talls that might have helped authori-
ties to avert the attacks. (Page A3}
= The White House was evaruated
briefly when a small plane flew into
restricted alrspace. Two F-165 were
scrambled. Bush was never in dan-
ger. In a further sign Washington's
the Federal Re-

clous lem was examined. (Page A2)
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ministration opposithon.
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spite a loming deadline, (Page A2)
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Amtrak plan today. It rejects boost-
ing federal su

ves states @
bigger role and ealls for looking al
=il tortheast Corridor opera-
tions from Infrastructure. (Page A2)
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al some slate colleges and universi-
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The IRS Might Want You
The number of paople baing audited has been dropping for several years.
But now the RS is-getting ready 1o do random audits on 50,000 taxpayers.

Random audits come back
Type of random audits 1o be
conductad in 3002*
TUPMERS  AUCT

— Ling by Lins

Umited Scopa
— Samilas 10 ordinaey

Unhappy Returns: IRS Moves
To Bring Back Random Audits

B_v T!N llﬁlm&

The Internal Ilwemle Service is bring.
ing; back it practice of ran-

| the post-Enron environment o fNex its
| muscles again, Following the collapse of

Enron Corp. late Last year. and a shew of
sy corporate scandals, the mood

domly auditing individual tax returns in |

aan eftort to crick down on what it says is
a growing wave of tax scams.
mave is an about-face for the
RS, which did its last balch of random
audits in 1952 and was stapped down by
Congress when it tried to resume them in
the mid-1550s. Legislators pilloried the
agency for its aggressive tactics in con:
ducting such audits, in which thousands
of Americans were forced to defend ev-
ery line in their tax returns.
Now the IRS is taking advantage of |

in Congress has been to lean harder on
companies™and individuals who stheme
to avoid paying taxes.

The [HS says it needs the random ao-
dits to collect fresh information about Lax
cheating - and thus improve the process
by which it determines who gets audited
each year. It promises its audits will be
frss invasive this time around. Sl an
estimated 2,000 of those picked this time
will get intensive lineby-line aodits.
‘That means taxpayers probably will have
1o hire @ tax lawyer or certified public

If Andersen’s Books |
Were Unconventional,
Look at Its School

Californi

|
|
|

Learning Center
Drops Classes, “Teachers’; |

Accounting for a Twinkie .Ia

Dugas

By Tacon Jeass

ALAMEDA, Calil.~In a small annex
of an oM high school, next to a defunct
Navy base, Arthur Andersen (5 strug-
gling to thrive.

No, mot that Arthur Andersen.

This is the Arthur Andersen Cosmamu-
nity Learning Center, which the account-
ing firm launehed in 1996, dnswering
former President Bush's call for busi-
nesses to get involved in education.

h[[(rﬂ‘)‘l‘ﬂl“ﬁ'lﬂmllzﬂi !Iunmlma

“learners” in one big room

o represent the
they have done nothing wrong.

Venal Sins

Why the Bad Guys
Of the Boardroom
Emerged en Masse
The Stock Bubhble “mlf’td

Shifls in Business Mores
While Watchdogs Napped

| Galbraith Explains the ‘Bezzle’

WessEL

By Dav
Every decade has king-size corporate

| villains. In the 19705, Robert Vesco was

Senbor IRS officlals said the agency |

plans to condiset about 50,000 random au-
dits related o the 2001 (ax year. Those
etting auditid will be selected from vari-
oS incame groups and 1ypes of returns,
ranging [rm average Wige eammers lo
small-business owners. The program is
intended only for one year, bul the

| agency bopes to conduct Fandom audits
| every few years.

More recently, even regular [RS audits
have plummeted, lhamkshr:l'b 1o budget

service. The I
dited 731,756 i lax re-

indicted lor looling the Investors Over-
seas Services mutual funds. In the 19605,
arbitrageur Ivan k-bend
inventor Michael Milken went to jail,
Hut the seape and scale of the corpo-
rale transgressions of the late 1390s, now
coming to light, exceed anything the U.S.

—— haswitnessed since

) .

m&as? ing O Gt e
pression.

First in & Seres Enron  Corp.’s

p cxecutives
reaped hundreds of millions as the com-
pany collapsed. Arthur Andersen LLF,
Enron’s auditor, was convicted last week
of obstructing justice. Tyco International
L1d.'s lenized chiel executive ks charged
with tax evasion and accused of secrel
pay deals with underlings, Cable giant
Adelphia Communications Corp. admit-
ted inflating numbers and making undis-
closed loans to fis major shareholders,

if | Xerox Corp. paid a $10 million fine for

overstating revenues. Dynegy and CMS
Energy Corp. simultanecusly bought and
sold electrbeily in transacthons with no *

| point other than pumping up trading vol-
| umes. Merrill Lynch & Co. pald $100 mil-

lion to settle New York state charges that

| amalysts misled investors, and olher Wall

Street firms are now under scruliny.

“I've never seen anything of this mag-
nitude with companies this large,” says
Henry MeKinnell, 58, chiel executive of
pharmaceutical maker Plicer Inc,

Why is =0 much corporate venality
surfacing now? Is there more of it, or is
mofe attention being pald? D a few

¢ turms in the fiscal year ended Sepl. 30,

dewn from 1.92 million in fiscal 19095,
Congressional reaction o the IRS
plans thug far has been very different
from the mid- to late-19%0s, when lawmak-
ers focused on relning in what were per-
ceived 1o be IRS abuses of taxpayer
rights. Senate Finance Committee hear-
ings led to enactment of new laxpayer
Fights in 1998, Including creation of an
TRS oversight board, and the agency also
has launched a massive internal reorga-
nization. Now, the pendulum is swinging
the odher way, with growing concern that
the IRS is lotting too many tax cheats

| escape.

Sﬂl Charles Grassiey, the lowi Repab-

wi
Iarmuwrs ~the new term for teachers,

I ] was Ulkﬂwrul'lhemlul'.\nhul‘
Amlersm says Morton Egod, the reti
Andersen partner who led the [.\mJKl o
ged the school off the ground. “And 1 felt
llu school of the !uﬂm‘ wnulu do that. It

li GOP member of the Fi-
mance Commitiee, has been a sharp eritic
of the IRS inthe past, But now he says ran-
dom audits are needed. ~The information
Trom these audits will allow the TRS to tar-
gel its limited resources on examining
those Laxpayers who are most ikely 1o be

10 me public Interest.”

Theugh educators visited from arcund
he world to study what many .M:ad(‘mll‘s
heralded as a model school, nobody ha:
since tried 16 emulate the .Andrrsﬂl
school. Thotsgh the school coatinues to al-
Lract mare )Iudmulhé\f il can accommi-
date,

. while leaving honest taxpay-
ers alone,” he said.

Enormous Powers

Given its enormous powers (o oblain |

bank and credit-card records, not every-

ane believes the [RS necds intensive ran- |
dom audits anymore. Early indications |

chine are in storage. The dry-erase board
Is out of pens. The videoconferencing
equipment is unplugged. And now its
name is tarnished. I think we should re-
name oursclves Batman High School, * sug-
gests Viclor Vazquez, a senkor.

The school offers a poignam footnote
to the saga of the collapsed gianl. It was
designed 1o demonstrate that Arthur
Andersen’s competence and conscienoe
stretched far deeper than corporate
books. Now, as the accounting firm rap-
idly dissolves, this tiny high school may
wedl wind up being the last holder of the
Arthur Andersen corporate name.

The firm dreamed up the school in the |

late 19805, as it set up groups to gain
eredibility in far-ung felds. 8Mr. Egol,
was put in charge of government
and education. began holding education
conferences each year at Andersen’s
Please Turn fo Prge A, Column §

might te snared in its investigation of
credit-card use linked to bank acoounts in
offshore tax havens, for example.

The IRS also has devised other ways | mar
It s demanding |
namés of wealthy people who use 13X | poy peen puilding for years to a cli-

| max. et 2 th 3 rehold.
accounting firms, investment banks and | M, The victims: the very sha

to target tax cheals.

shelters by issuing summonses o their

lose their ethical moorings in
the exuberance of the 153057 Or did a few
motorious offenders break rules that
many others merely bemt? Is ihe entire
system of corporale govErnance and regu-
lation Nawed? Or was the system abused
by a few cleverly disbolical executives

| who deserve, as Treasury Secrelary Paul

| O°Nedll puts i1, "to hang ...

[rom the very

| highest branches?™

other advisers. And it is cracking down |
on all sorts of schemes and cons being |

promoted on the Internet.

IRS Commissioner Charles Rossodti
said the agency needs better data on the
level of compliance with tax laws (o up-
date the secrél formula it uses o pick
many o its it mmls The IRS scores

The answer, pul simply: A stock:
1 bubble magnified changes in
baisiness mores amd brought trends that

ers the executives were supposed 1o be
serving.

One culprit was stock options, which
gave executives huge incentives to boost
nearerm share prices regardless of long-
term consequences. No CEO pay package
seemed 1o strike any board of directors as

big-

These incentives helped turn the

thon System” [l\ll WEHS a “DIF score”
to-each return basid on the return’s likeli-
hood of having questionable items. It
sn't the 1RS's only way of selecting awudit
Piense Turn fo Page A%, Column §

widely art of carnings manage-
meni—making sure profits meel of
barely exceed Wall Street expecia-
tions —into a gross distortion of reality at
Flease Turn to Page A6, Columa 3

INSIDE TODAY'S JOURNAL

Spot the Sponsor

The World Cup has become an
irresistible target for companies
seeking to sneak inlo the games with

their own marketing campaigns.
ApvERTISING, Pace BI

Apple of His Eye

In 1887, *1 was so disillusioned with
Apple and its products that I wrote
3 column advising consumers to
shun the Mac. Today,
Apple and the Mae are
far better,” writes Walt
Mossherg, PERSONAL
TecHNOLOGY, Bl

Hide-and-Seek

Some well-respected car dealers

have allegedly been sneaking hidden
Fees into auto

- loans, and =
charging cus-
Lomers for un-

Millstein in the Middle

Ira Millstein is one of Wall Street’s
top lawyers, but now he
may have met his
biggest challenge yet—
right in his own back-
yard, where he's caught

riquested add- The victims up in an unusually nasty feud among
aren’t who you'd think, D1 his own neighbors. C1

Sleeping Beauty Out of the Ring

Hotel ling Lhelr ameni- i Gow, Jesse Ventura is re-

Lies, hoping some unusual new
services will help you rest, and help
them recover from the post-Sept. 11
travel slump. D1

tiring, claiming to be just a dad angry
over media coverage of his family.
“The truth is more complicated,
writes John Fund, OFsion, AlS
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The Waall Stroet Jorrnal presents the
mast enterialning and memaorable
articles from its beloved Page One
middle column, stories that have
amused millons of readers for
miére than sidy years.

Arallable whermver boois are sokd.

Pl cu o et Bl Strort
owrmald fonks st ook

The moat honored writers.
Ther msat eadmired e,

The debate over whether to
allow drinking at nudist colonies?
The latest attempt to translate

the Bible into Klingon? -
A golftournament on the side of
a bear-infested mountain?

Why the Bad Guys of the Boardroom Have Emerged en Masse
Corporate Accountability

A parade of big companies face serious questions about their business practices.

unmistakal
Inside one of the country’s most-admired
Enron is the private seclor’s Wairr-

all pol were
Watergate bred a virubent ml:mn MI

1 ¢ CAPITAL

government among the public, the press
and even some politicians. That cynlelsm
persists 30 years afer the White House-
blessed burglary of the Democratic Na-
tionial Committee’s office.

Enron and all that followed threaten
o do the same to American business. <1
have had a lot of e-mail from sharehold-
ers who seem to have gane off the deep

jnﬂumemdlmml
pedophiles,” says mulual-lund manager
James Gipson of Clipper F'\md “Nane of

wave™ in the 16905 &t & lime when the
actisl number of crimes was falling.

IPERCENT CHARGE IN SHARE
compy 1ssuE PRSCE SINCE 1/14/00°
Adelphla Whether it faied to property cisclose $3.1 billon In loans and § 0T

\puarantees to its founder's family.

CMS Energy Disciosed it overstated revenue in 2000 and 2001 by including 4P 5878
anificial ‘round g’ energy rades. .

Computer Associates Whether it antificially inflsted revenue and improgery rewarded +H -ns
10p EXBCUTvES.

Dynegy ‘Whether its "Project Alpha’ transactions served prmarily to et 8497
taxes and arficlally increase cash fiow.

Enton mlwmmmmmm & -850

Global Crossing mlm&mmhowmm P a7
boosted s 2001 cash revenue.

Halllburton Wheirer L improerty recorced g Hom, § 651
‘cost overmuns on big constnaction jobs.

ImClone Systems Fremar CEO Samuel Waksal charged with ingider trading, B -nu

Kmart Says the SEC s invesuigating it acoounting and other practices. § -0

i The: company investigatid whether it impropedy accountid
for vendor allgwasces, and since changed B3 practice.

Lucont by & -nn
SEC investigation. Agency also Investigating whether
vendoe-financing played an Emproper ol in its sales.

MicroStrategy Serted without admitting wrongdoing an SEC suit accuting & 0907
it of backdating sales contracts to meet quartery financial
ESUMMES, 30N Other MO Revinut-reCOfIRion practices.

Network Associztes ‘Whether it hid expenses and overstated revenue & -mas
from 1998 1 2000,

PNC Financlal Servicos Restated its 2001 results by $155 million sfer regulaton nised & A6
concerms about how PHC accountad for a traersfer of loans.

Quest Communications Whither it inflated revenue for 2000 and 2001 through P -mas
Gapacity swaps and equipment sales.

“Retlant Resources Admiied i inflated reveriue by counting artificial WA
‘round trip" energy trades.

Tyco Intemational ‘Whether it improperly created ‘cookde ar" reserves that wen 4 8818

_supposed 10 Cover merger costs but instead were drawn 0n 10
boost profits; and whether it
from acquisitions by accelerating thesr pre-merper outlas.

WorldCom ‘Whether it usad questicaabls methods io book sales, T -ses0
chassify assets and dccount for debis it couldn sollect.

Xorox Fined §10 million without admiting or denying wongdoing for & -5
mmmwmmmmmwmu
Tutare payments on existing convacts.

Sourtan: WS fseasch; W5J Market Data Grous “Dute the Dow Jones Indusirial Avergn hit its alktime high

more to grab. tions to link executives' and sharehold-  can’l ‘easily be dismissed as the faull

Re and fol-  ers’ interests. It sounded reasonable: Ex-

there are always many people wha need

Mr. Galbraith m:l.nnn “Under

circumstances the rate of embez-
tlement grows, the M of diseovery
[alls off, and bexzle increases rapidly,
In depression all this is reversed.

Io be dithonest until he proves
himseil otherwise. .I\udlu are penelrn:

wihole peck SAYS
Jumsmloyswm the SEC's enfores-
ment chiel In the 1570s,
“Everybody did this.” S&I’l economic

caught. mwwmmmmw
that it fell off.”

The, *irrational exuberance” so fa-
mously Magged in 1956 Is an essential
pm'lnl' npll]nl.u the 1990s. When the

the term, Federal Re-
| talks
informally with business and other
groups, the greed

Ing and
I.ly Is enarmously immd The bm.le

Il.l‘ Gluon the mutual-und_man-
ager, says, “There I8 a tendency during
boom times for even honest people 1o
shift their moral compasses, and there is

a bellel that everyone elsé is doing it. I's
when the music stops, llu):ll will and the

scrutiny goes that over-the-top
cases become apparent.”
&nﬂwﬂmﬂumwdmsmvr

rate management (hal wasn'l serving
sharehalders = the indictment that corpo-
rate ralders made with such ferocity in
the 1560,

Gordon Gekko Speaks
mummmmmmuwm
the company, rnlder Gordon  Gelkn

ecutives would benefit If they managed
!ﬂnmkslnammuunmmm
ces.

It didn't work as infended. A soaring
stock market rewarded executives not for
good stralegic managemenl, bul for

the roller coaster. And when the

Some companies simply re-
vised the lerms ar, In Wall Street jargon.
“reloaded” them.

_ Even worse, me'bemum lo do ol
most anything to Increase the stock

price were huge. And the incentives
weren't to increase profits and share
prices over a decade or two, but rather
1o increase profits—never mind If they
have (o be restated later—just long
enough for executives to cash out, of-
ten without ever risking any of their
own money to buy shares in the first
place.

Stock options, Mr. Pitt says, were "a
device that was supposed to allgn share.
hedder and manager interests —and actu-
ally “disaligned’ them.” Not all execu-
Lives were swayed, of course, bul an Il
desigmed compensation system pushed
them In the wrong direction.

O course, corporate execulives aren't

i0 be mionarchs. All sorts of
and balances have been estab-
1bl|ed during the past century: accoun:
tants, lawyers, securities analysts, In—

westment bankers, audil committees, reg-

ulators, even the press.

None of the abuses thal have been
exposed in the past 10 months were com-
mitted by chld’ executives who worked
alone 1o steal shareholders’ money. “In
every one of these cases,” says Mr. Spor-
Kkin, the former SEC chief, “you have pro-
Tessional -

W‘ in his
1567 Whll Streel thrr

M Mr. Cromwell !m CEO] M his
million-dollar salary? Mot
stock. He owns less than i'l mm
the company. That's right. you. the
stockholders. You are belng IWIII)‘
screwed over by these bureaucrals wi
thelr steak luncheons, hunting and lL!l|
Ing trips, thelr Lorporate Jets and
Folden parachutes

The . salution, 'h‘.\ely embraced in

mnunmmprmmmtlmum American business, was to use op
Lennar Corp. Sycamore Networks Inc.
Fisgal Second-Quarter Income | Work Force Will Be Cut by 235;
Rose 9.3% Due tq Solid Market | Loss Is Expected fn;'thtr
' mwwlmm.wmngxﬁfel:;
Iiles un

shares rose $1.73, or X%, to $50.00,
£ = Dow Jomes Newwrires

that for the quarter that
!||d.l]lll)‘]l It expects to post a loss of
$19.5 million to $26 million, or elght cents

o 10 cents a share, excjuding amortiza-
mnotmxmum n.umum
options and olher charges. The

pmjmlnndmwlwmvl:r with generally
accepled accounting pnnﬂplelmlmn-
ﬂ(mm ny EXpects reve-
w«wnun—mﬁmll
Imm‘lﬂmllllm For the yearearlier
quarter, Sycamore ed & lods of
$42.2 milllon, or 17 cents a share, on reve-
ﬂll! of 3509 million. Sycamore an-
mounced iteptans after regular trading
ended. AL 4 p.m. HINMMMMIM
were down 13

tmu.u!_ﬂ Ion.n

This exposes ome of the problems
that have plagued corporate capllalism
sinoe fls inception. “When the laws or
regulations fall to prolect investors, cor-
porate Insiders—whether managers or
owners—tend o expropriasfe,” econo-
mists Gene D'Avollio, Efi Gildor and
Andrel Shieifer asserted in a paper
they presented at a Federal Reserve

Bank of Kansas City conference last,
T.

Perhaps the rules were inadequate;
uuns still belng debated. But there Is
ittle debate about the failure of the pro-
mﬂlm are supposed o see that
rules are oheyed and executives are hon:
sl

The decay of mmumlwn m

molewulﬂumw
from a job—imtensified !n IM

Im: buat it didn't begin then. ReNecting
on his 2 years In corporate manage-
ment, Mr. O'Nelll recalls a parade of
‘Wall Street professionals who came Lo his
office with plans for “new and exotic”
financial
ny's tax bill or report debt levels in ways
“nol clearly prohibited by the tax code or
law,” w:mmmlllmmm
porale aperations, &

‘I'b:rl!l Mm’l ‘!nwmenloal
VACUUm Space.”

of a few fawed human beings. “The

nal pers were greatly
compromised by finding they could
make tremendous by deltrdng
to mlnmmml. says Columbla’s Mr.

Bu:wluurdlbelmmd
‘abuse of sharehodder i

glous ahuse terest could
have cocurred §f the CEO had simply
sald, “No!®

r"anutmn‘wlumuwlhwm
Tound

of corporate management
!mmul.:llumlnhnemlnwhn
decade or
mm«mlmm
tacular crash of

the stock market Iu 1929
Ied to the creatlon of modern financlal
regulation,

from bank deposit Insurance
to the ban on insider trades, in 1833 and
1534, Despite the obvicus parallels, llﬂlh
uurrmnllm ‘I‘helJSi not in an

repair the system Is just beginning o
take form; this week saw competing legls-
lative and SEC proposals to tighten over-
sight of accountants.

The nature and dimensions of the re-
forms depend on factors that aren’t know:

ciation of Securities Dealers and other

firms are now well flm The ﬂlﬂlﬁ'
Ity of some highly
I It documented In I.||lrm|l e ml]l.l

move o re-

all, MMMW%MIM

This disturbing pattern is the big-
fest reason why the abuses of the 19%0s

.mlmbhm,hrﬂerk
¥ Vizi! WSLeom/Question

ote. ﬂdmﬂﬁmulm
com. See questions and answers Sunday
1! WSlcom,/Capitall xchangs



