HOLD FIIR DELIVERY

BEUSIKESS, GOVERNMENT AND RECULATION

An nddress By

THE HONOEARLY MaMUJEL F. COHEN

Chairman, Securities and Exchange Commission

Be fore The

Wational Industrinl Conierence Bouarcd

Mew York City = February 16, 1967



Pl RTREsS, COVERRIERT AND ECUTATLON

& woend Aeal has boen aald is o recesc msonths aboor Lhe velalionsbip of busiuess

Amd L oveee rerentt - =bel o whae T omas beeon oand owhan Lt oshoeuld res o Thils 1o wound
Shlnc. For e cmaar doacs s, Blere e e wopebile foage oL roacilite

e et i we carnes —- Llhao the ultLicave Aalms ol busloess aod (ese ol govoee-
mery tere gRtithecical . Rusinezsmen are porccaved s cthe Jdoelbemdecs of che

tyec cubs rprkse Sy#lem gad wevernment: oELlicials gz adwocaccs of o o Llanoed

SO Ll

Togs pahlic sy has net only hees prodocrive o) discoeed; 16 ws an Lonvewr-
abe piciure ofF wheo Lhe rolalionshis is. For oot lease a5 lony o L hawe ooer
Lo v foerenl —=sere 25 gt ae=Che Feal velationmship befoesr bosinessmen ans
the micvermm: af o vonedsbed principaliy oef chce acoommaordal Lon of ST ELeresnt
e vy sl - aAnd wioepuines In fhe expocrabticn chal such acoommodat Do

Wiald promcte A healthy, prodoctive and Jdynanic socviely., It mav be,

A Protessar Larl Raysen has recent by sopeesied, Lthat et Imaee of hostpiictw
glays an o umportent zuile in o recong il oy what we teplly do oand cur craditioveal
Lragee of whar oure roles sneled Beo [ oomosiere chat o basiness paychelopise
coulbd cxplain chis better than Lo Whatewver (e explanacion, fmawes and
Imgginary conironbad bons oare el enough. nly g realiscie apprasi-al af
what wi ave actually dolag, and ar understandling of what cur aima ace,

a5 deney Ford recently pselnted oot , WELYE enable us o [ucus Sue gt Lont ion
an real probiems god Lo viod reasanab e so e Lons,

Ber ir fn oot enoudh oo osoeeesi Lhat busiaess gl sovornmacnt are ongaged
L1 o jernd wenbure Do prordd e Dxe oo we | face. Jdodnl venlures Tegukre
Aureerent gs Looadme md oas Lo the reties of fhe parcivs o the owenture,

T Lradilional wicw dis thad cie lupetion af fusiness 19t prndoce--that
Lty e ansenble Phe cools, oo men atd Cite row omAatetrials and En o dircet chem
in mwghi=zg prvadocts o provicdiae services-—witile Che Funcbiog of govoetoment
iope Tacuiate sl nad L, o Thx ool orf behavior cre standards oF conduct
withi o wiiem Fine proslhictive actdvit tes muse be performed. Uaforbosateldy,
s silmplificd descriprion dois not correspond Lo reality.  Gowernments
v alwaws prociuged, pud Bosiness has always reseclabed,

Covver el Beild dans, amed other public works,  Trey run transporration and
cumnorigo b lon Avsbens and o ofier predag! ive eoborprisos thal are Do many cases
Erciiar inpmi-hatle from similer enterprises Lol or van by privete business-
ety Thoee can be o aond there osuslly i3, a goud deal of lesgitinmate disagren-
renil in particclar cares whecher poblic or private concrel af o parcicular
sLerprise Dokt selves the conmon interest, T some gaszes, Shere L oven
vuntasien wherher g encerprisce 15 actually being codetrtaken by oa blaibness

o by oo powctnmend . Ferocxample, chere i oan increasing cantraversy con-
vernin. Yindusireal revenue bands"=cohligations oominglly cssued hy
covernneenlal unmit o Lo Finance planl comstroction which provide Lor che pasmont
b prlneipal and indervesc exelesively ool of Lhe tental pald by a privade
oty for dhe pae of che plart, These arrangeikenCs have Falsed questicns
wider the federal tax and seceritles laws=clgws which wore deslied on el
dnsurnpLdon LAl cleere was s gedsd reason for discinguishing coverament  Promr
Bisinmess securillos awl that there were wordable celreria Tor making Loc
di=riaceion.  Asl thery qre alooat0ong in vlidcn Chorte Ly oa de lEherat.

cEfmeL, cchetser hveasse of the hupe dnfcinl coenital ovpouivenent s oor o crhnor-
ey Baeoeront s et by ospemsaced ) LE sl oaperated | oenlerpelse o Pae some-
Wit L e piles wend e phe deee Japaent o COMSAT el Ll prepes.
5uT.

Pl i i, Meesewver )t dheal cxrepalvo Ly Doorisn el Lo fpest Dan of

v rie . Laye lea et i preedurt ive NP osScbvEice wntebprisor, vhidely L5
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stbicer Aomevhal renoved Toowe vy principal areas of concern, Lo wouwld prefcor
to discuss with weu tie Lowelvement of business in regulecion--iadeed in
goveenrenL——because I oam nor always sure that businessman have a {cll aware-
noss uf the regularoery [unctiocns they perfcem and of che difficuliies and
chal Leoges winich &hal rale enigalls,

While besinessmen Belliewe (o competizion, therte has always besn, Ln every
induslzy and Tield of commeree, a tendency for businessmen to peb Cogebher
for Lhe purposce of poccing Tndcs oo e exbent and Ehe manner i whigh Shey
will gumpote with wne anorher, or parmivc ctbers Lo compete with Lhen.,  The
strengl of Lthis tendency has waried yeeatly, depeoding on sugh TFactors as
vasc wl o enbTy into the business, nmatare nf the producc or service, spegial
lepislarive privilege, and so forch. Bur it 12 always there, amd iC L= om
imporcant foree fhat can ferve of frustrate Lhe comenon welfsre. Sratutory
solucfons o the problens ereated by rhis Eendency have ranged from ouc-
lawing iL In some instances Lo harnessing it For the public uood in orhers.

In the securicics bosizwss, with which I am most Canilige, therse was a well-
dove Lupud spracture of regulatlon by husinessmen long before the Secouricies
aitd Exchange Conmissicn ewver cobered the field. Kol only b2 1L =111l Lhere--
it has been enhanced and stconglhened over the years., The stock éxchanges,
which were che cavlicsl enttants, hawve greatly stvengrhened suparvision

of their mombers, cheir standavds ol conduct and nther regulacory

AacLivily in the pericod since Lhelr sules became subjeck to scrubiny

by the SEC. YWhen Cangress delegmmined to establish a swstem of repula-

tlean [oe the aon-exchange sefuritices rarkets, it auChorized and en-

couraurd the menmbers nf che industry co form one of wore asseciations oo
undertake a porticn of Lhe job, subject ggaio to 3K cversigné. The Mational
Associatiocn of Securities Dealers, which was established in response to fhis
legislatton, is charped with o pavrt ofF che burden of regulation of the diffuse
owver=Lhe-counter securities markets oo ensure that Lhey operate in the public
incerosk.

Regularicon has rnany aspocts,  Intelligent vegolation ecan preacly benefic

Lhe mambers 0of the revulaced induscrey a2 well as che menbers of che

publie with wiom rhey $feal. Since busincssmen ate human, it Es nor
surprising that same of the regulation= they establish for themselves cend
to increase Lheir Finangial retorn by limiting the arount or tvpe of com-
pesition withie the industry. Sometimes, but nor alwavs, these restrictions
can b juscified on che greound that they eliminare pracblces which are
harmiful te the public, cither directly because thase praciices encourage
overyeaching or indirectly hecause in the lung ron they damage Lhe healih and
produoctivicy of the itrcbuscry mnd, Chiwrefore, the intereost of che pobkiic in a
developing ecomnamy,

The proeblewn, thougn, is that 1r is ditficult for those within the industry,
acring alome, o Sorm balanced judgmeobs aboot che relative weights ol the
competing argumwnlh==-a nACfow, allwit sometimes transient, wvisw of =elf-
Loterest may gppaar Lo peing only in one diveeticon,  The foncbicon 2f powvetn-
menl in A Colng regulatory pattern is to provide representation for e
intovests of Lhos, who ave not privy bo bie Aighes! cooneils of che induesiey--
it may be Lhr custoowrs or sLieckhoelders or some olher relatively undrganized
prudl, or 1L may b Che smaller and lers inflieential rmembers of the LnduseTy
wWhe da pob have an clfective veolce in industry decilsions. In my wiew, Lo
gy be vwen mere impocbant Far those whe may be privy to theac councils bt
wha ave a zhorf-vange vice of cheic olbimate nceds and bese inlcrescs,

In the secerities ficld, Lor cxampls, it is Lhc coestant doty of fhe gowern-
renk Fooersure fhac che regelations adopted by che indusicy do onpot ipseb a
Eair zalamce heiweon the interests of the busipessrmen whe de the regclating
and the Lelebesls of Lhe piblic with whem they deal or the alher busincs=gmen
l.‘i T L T T M ) K T ..ZII‘.'.|'.I{" At
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Mare armerglly, oo slalofofy recopnilisn ANt @RCULragenent ¥ Lven Lo

lndustry seli-tecalaclon has piaced it the Qoondission o particulavly heavy
Burdea tn ensure that tae resulatuvrey ~vster s desisoed to o faeillitale, rather
Lhan Lo obsirecr, the JgbjocCives of covuomica: and orficient sl locabtion ol
aunlic Haviaps which o flexehie capital mariet iz Dnceande? o oaciiewe.,

Elvile oot sany wthere induslrics bave the degeee of solf=reguladion that is
Found dn thre securitoes business, we may soon witoess deamal i dowelup-
merbs, & recent newslelter, nofing inerveasing bLusiness concers wilh
coevernment establiisiment of safery and performance stzodards Cor o .rbals
prodices and yestcricticas on selling praccices, indlgated that companies

in varivas Indusicies were muakiog plans (o draw up thedlr own code- and stan-
daeds v "head of Y oarlion by the guvermmenc. Wiile dodusity selP-regulation
of this sesb nas e potencial Bor eolewvorihy schlvvenent, [ owoeuld lice Lo
sugeest . oen the hesis of my oawn expervietcs, chat 68 will achicwe Tar oore

if dv is eenveived ol ez oa wclhod of cooferating with, tather than excluding,
Lae gowsrament aml che interests and capabilicics whieh the gewosmoenl repre-

SO,

Therw v been pwo trends in che develepment of Bustness wvolerprise Lo chis
cuuntry--and indeed in the whale Jescern world--which hove lonr added urgency
Lo Cile cespecCive roles of business and coveroment In veowelabion and hawve
changrd drast Leadiy Dhe comtexs in which that regoiastion must uperate, 1
reter to Che Incteasing size and the Dmreasing diversicy o indlviduoal
buginess crganilzgbiona. Toese two oeed per po bhand 49 Bamd in che aame
onbeturise, bol *hey ofran edo,

Imeveasc in sige aleswe canl work 3 orasCic chance io the fmpact ol an cnget-
pei=. on cur coonomy and our sogiletry,  We are now ilacing Lhis srobklem in
che Securities arkets. There has been g dramatic accelerasiom io re-

cent wvears af Lhe trend toward covbinaction of the savings of wcany smgll
investars fnde o recativedy fow Minstilutionel invesiors' 1o caeh of which
a smabl pgroup nf ooen aake o single decisfon Le buy ur fo sell a aarticular
secnricy oo behalf of all parcicipants.  ‘Tws, whate there wors Formerly
buiedyees, we Liousends, of ipdepencdent decisions, there are nuow relatively
few, and Chese decbzions Lend to cnincide wilh coe soother.  The Erowing
conceniration of vur units of decision fas been accompanicd by a sirong
tread toward merpers of Elrms engaged in rhe securitles business.

Tiese develapnents place preat hurdens: on our cradicional marker

cancue e s gnd oen Bne mechanisns devised to harcdle securdrices Loans-

aeticms.  This, of course, is oot peculigr o Lice securities markecs.

Ic is veeurtding in many diflerent industrics, and in cach iU places sLrains
un traditional modes of resulation--whather by business or by govera-

woent . Musinedzes wiich have huodveds of eloosands of employees  and huondeeds
ui rhovsands oF lavestors are nol sioply svergrewen individual besinessmon.
They bave becone differsnt In quality as well =5 1 guantity, and we muosl
nediby cur conceprs gano techniques of tuegulat ion to ensere Lhet thuse boxsi=-
MEdses SeEwe Che oo woelbare.

Profe<ane Galbraill aobserved, io his recent sevies ofF leocturos over gl
Britich Brosdoasting System, that Che accds ol our planl business eutec-
prises are s¢ wast Lhat they can no lewgee rely on trading markers o fehor

ta sunply theis Reods 0t ta discriliuote theit prodocts.  Their activitics
mast e caraEully planced gl orpanized over long poclods of Lime--3lanned
end o crandzed wnog o scale and a2 wanner that oweuld rraditionally fave weon
cortEidered ore characteristic of the geoivicics o wovermmert than oo busi-
. o Mutual Tands may fe oviceed asoan example o this developanest in She
secnritivs wendustcrs, The sacket bng of the shaves od omwcosl fonds seerally
dood ol dlepemi on Dloctuat Sme suppls and demand L o2 Lesding marked bot oon
IR T N T [ R

sened i niohle evpanleed svston o0 seles #{0erLs. In ovar
3_.1|..".yL-.(|,
til-'i'._-.

L
recesl repeld o bovestowenc corpanicos, we did oo, s soms Rove
A hrrorolore unrecalated

it eaduce e unneept s ol repolatlon oo



Waar i prapesed wss s pdification of rme exlscing vepulolory srructuro co
provide v iveller bkalance ooy conpet Do inbrrests ol pnecds, wivie’ 1y oau
indisponssble conditien oo Lhe contioued wiabilicy o0 any iadustry ond the
profect oa ol P public anterest.

In srtolher cewilexe, o recelt ewa1elicT relrresd o toe possibilily vhoarc
considerarion gt e glvon to Limlovisg ghe adweriialng wxpendiiuces by
the Tarzese carporations, on Che srocnd fhal the sheee wolwme op Sheivn
advorticemenes cocld aovam, e conpe-t it ion Al vweowhe e smalier conpeti-
tova. Wi dhe other hand, Lt has heen supguested tinar chis proposal oight
ctvate pore sellous problems than those (6 wies desijpned to scive.  Bub,
regerdless of the merice ot the argurnencs Tor or sosinst Lhis specific
propusal, (he dacl chat o such o propesal owould ave hoen ounchaiokable i
anera ol casentialle soall business conpeting Lo g owast asd unerygasmized
ratliey, dovs nat mmesn Lhat o we should dismiss 1 wibleut carerud coensidera-
tivn din rhe Light of currear roalfrvies. roctunately, we oare tiakiog, as I sald
hefare, a metable sract o realiscic discuszion of business-government teln-
ciloms. We should de nwe less io o Jdefining the natere aml obligacicns of tne
units oof business and the units of goyernment with which wie ary coacroned,
oo maal wish rodnply Do a9y way tMab inereases o the size of hosiness
cobevpriscys are bhad . Iomleed, chds development may well have been o faccor
in tlee grewtl ol many aceas ol our 2oenony. Ang conbinued wrowih may pro=
vide Lhe potential for mamy additianal bensEirs In Lhe furure. What I do
wigh Lo crphasize is sl we must wiew tndav’™s productive cnterpeises as
wiad Ll are, rather tlran in Eetms ol & Olnefecnth-genbary pat fern whichs
me loosr fics Lhe Foecs of ooy buslness Lile,

The second treod o whiich T refcerred s Lhe incregsing diversity of indivi-
dual hasiness enterprises, Dlwer<sity car cake many Lares, bol Lhe CWo which
I belicve pose the srestest challenpe Lo onur repulatorey btechaiques are
diver<icy el prodect flned amel divetsicy vl locacion,

Mver-iLy of peodac oo [ree A bosioess enterpris [eam some of the 'natural”
cunst ralnts which rogulete [ba gomwlugo . 1L gan Tved 4 comansy [ram Lhe ¢oms-
pebivive restvalngs ioposed by any oo of the markets in which it coevates,
el Cheewpit o cotgrans's warious lices a0 business have no luecctivesl connee-
Lioo with aime aelther, LL o camt use Lts chnewme- from some of i6s lives Lo

Finance sediviry I oChey bioes wiler it could oo ar waonld nnt clierwise

undevrLaky .,

Diversicy of producl can alse frce a conpany [eon another leapoctss: contool:
the coasequences a0 an ioformed and zephisricared judgment by invs=iors g%

Pov e gondition amd prospec,s of fne company and Lhe gquality of oS manage-
e, The voluecence ol some conglonctate or diversifiod companies Lo dis-
vl the relalir imporiance of the seurcss Trom which their carnines are
coriwod ftas made Ly difLicolr, Lf not inpossible, ioragy cases Lor Lowvestors
O ovwalvale o crrpans s perfocmance el prospects inoeach o7 Lhe verbous
activitivs i which jL ois encyped apd their ff{ogus on Lhe Tubore guLpsd

o b enEcrprise as oa whole, Tuis resoves o makes leoss rftective an Lepor-
tanl inLterngl cvoalral on wavagerwesd oot lorgancs which was avaiblable when bosi-
mess sl rnclures were simpler; g divigdion can be, el indeed, has boon oporated

i Thigfieatly v oat a less for vears wichowo anvone ouiside Lhe weacagenend boleg
avtare of e o ol the exfCent ol the draio o Lhe resclts of olaor aperations.

Ve ooste masing seie prosress £ bope) Lo ocaplap with the peoblen ol flnancial
Toteerting iy cong loverate Contparics.  Apailn we are telyiang in the Eirsl in-
stance o0 rogelation by bBusiness and proefissional geoups--in this case the
Finaeiagl Tweculives Lustitade ard Eoie Ancrican Iesticube of Corctificd Puoblic
decoutant s, s well s e dindividoal cospanies Lsoegoelves--no e Lo

A nwlanils Doroeogocure cenplionce with twen. We oanticipate Lhat Cies will
Auran b arle Loy roepert oauabstoat Lal o preprcas.,
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We recepnize that a broad understanding wf the problews of conglorerave wentoer-
ptises and the develonmen: of regulatory fechmigues rvequived to deal with them
are s=Li1l At At varly stage of developmant.,  The deop division among tho mer-
bers ol a siseor agency 1o a current proceedinoe inwvolwing the nervger of dwo
large ewhparies enpaged in scmewhat diffeeent lines of business bears witness

te Fhe SifFFiculey soelines enecuncered iv foemulating anpropriate stan-
derida. /

To returs Lo Che secoticies business, several wutuoal fund managenent Swein-
peiivs are now sunsidiaries of diversiticed industrial companics--a pactern
which iz lixcly to become more widespread. Tie recurrenl propesals for
rublic wwnership ol Mew York Svock Exechange members raises the long=term
pasibiliry of the professicnals in foe securitics business beconing the
subsidiaries ol the lirms in whose seguricies they de-al. These matLers
raise impurtent pulblic and private pelicy questivona.  They regquite our
apricous Afcontion oow and in ERe comine years.

Just s <iversity of produce liocs feevs a business entevprise trom che
peaLtraints ol a parcicular marker, diversity of location Erees kv [rom the
gunrrol of local unibs of goverament. Coarporation law has traditionally--
in this countey, at least--been state law, hut as corporslloms hawve
cuEprown state bouundaries they nave also ocubtstripped the power and
williogness of the scates to gesl wigh therm. TP B8 oo surprising, chen,
that the reguelacory [eatures of stare laws governing corporations have
gradually been evoded to the point thal those laws are Londing o Lecoome
largcly voabling aces, and the princiyal rvepulabions governing Ehe cuon-
duct ofF corparats managers io their relations with Lhelr invescors, thelr
erplovess, thelr costomers and thelr competitors are te be found in
Eedueal law.

[niedligent regularion vequires that the regwlating agenciey, whether bysi-
ness or government, have sufficient authority o degl effcetively with che
productive cnils in the industyy. It is not in the lonmg=-ron intcerost of
any LnASEETY Do AbECerpd [o keep rTepulatory auchority in the hastds of
agencics whick do net have the knowledpe aml Lhe power Lo make effoctive
use of ig. Sometimes it 12 oob In thelr short-wven loterost cither.
Praofcssar Loss lhas noted that what he calls the "neurosis™ of the insutance
induostry concetalng any Incruston of federal regelatiorn, which culminaLed
in tire speedal exceptions L[ov Ilrsurance companics engrafted oncn the
Seruritics Accs Avendients of 1904, has resuleed in 2 system of fcate
tepclation which cannot fail to be nove combersose and more burdensome

Lthan the federal regulation which the industry so assiduously sveided.

As 2Ll of wou know better than I, the progess of diversification of
logztion has raken companies acress national heundabies as well.  Here,

Ee rogelalory problemz Become even moere complox, and the ability of
existing orpsnizacions or governmencal instrumentzlitics ta make bindiog
decisleons is limiced. {Our Ambassador teo the Uniced Nations, [n oa recont
spoech, said that fhe thing he missed wost since e hgd left the Supreme
Court was Lae [our words tnal appear at che end af o Supreme Court apinion--
“frois a0 orderad.™) Different countrices have different fntercests (o Lhoe
[lone «af prodects and of werlth across their boondaries. Most of chem

tave complicared resulations governing incfernational commerce. Lo

L= moew owel accepted, albeid reluctantly, that some messure of formal cr
iniorre]l relakation ard cowrdination of this form of regulation is reguired
P imversnational gonmeree is 4o Elourish,

Tow Loternational securities markets are an example of an ares In which

soverwrent and business can werk topethor 10 an cilorh Lo oencoolsue Ch
tlevelapmeny «nd grewth of hesalthv capital markefs.  There have boon some

beeinmings of interraLiongl cocperalion in regulacion, And chete
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is 3 growizng avareness abroad, paclicuiarle Lo Jarspeas counfoles, o the ool

ro aecelergie Lals .:-.,1.,1|*;.|.:-ra'_‘,i|_}:1_ Auodn L oo rdge ioicermal iongl ih:-rrt'..'-li.-.' invasts
went oemd Lhe Cctearion o an ioternalicnyl coaplcal marker D0 Feroge wvhich can
compere clfecdively wibn that of the nlled Staces.

As omore clficicor capical mardacts dev: lep, we will aleest covrtaiuly s oA
concingaiion o0 the traditicen of sweuricles markebs in Jdiffevent ¢ountrics
Baortowring Lechniguoes Prom ome anoCier . The cosl cecent wriskle in oauteasl
fundse==bh: sa=callecl " lewverape” femd--cane Lo this counbory Erom Togland,
L chie oclivr diteccivin, $he coavertible dzbenture has been exoariod Dae
bl U'mELed B0ates by Anerican conpanics seckiuy @0 relse copital Lo Surope
Eoocxpamd Shefr uperal ions abroead withoot gdwersels offceciog oor helance
ul paveeng s, The reecas vrepord, by 4 wreup ot olperts appointed 2y the
Forupean Feomarnic Cosmnunily  under Line leadership of Professor Clasdio
Segre, dargued that 11 Buropesn capital markeis weoo Lo conpoba with thoss

of the United Srares, botrer developed secondary secoritics narkels were
casenbial,  To achlewe this, menbef poecEn®cnLs Woee otyed, amemy, OEhetr nse=
twrd, Lo pormif vasble Locregssd instituiional participation In enudby
mathers, and Lo romave Lhwe cghstacles to Teec acoeas Lo Che dehl mavkets,

A FiueAe Uproeductive’ ceonigues have rowed across internariomal boundacies,
&0 have Lecitniques ofF vepulation,  driarvio aas peovided us wirh {nagjinalive
precedent s for dealing with peoblens of takeowver bids, and recert covisions,
hath proposcd and actual, of forvelys covporation laws and stuck o+ xchoanee
requircroenhs, bave svppested aCher provisioas and techailques which we may Phod
unelul or Dnstreetive.  Bot cxample, 1o £he ares ol Einancial reporiing

by congloin rate conpanies, toe wiich | oreferceed earliec, woe are [ellowiog

wigh interesd Lie resulis of the grended cules of e London SLock Exchange
and the prognsed vewision of tbhe Enpglish Companivs Act.

There ate alsn supsesLions thal other countries may wish to adoept ~ove of
aur Lecanigues of securlfies repulatiun,  In Englasd, wheroe » vewvision of
che Compapios Act L= bodng comsidered by the Pavliament, thees 2os boon
vrebensive discoession ol Lhe lomicsticns oo the culhorily o8 the RBeacd of
Trade, the agenoy ot similar Lo=-2uil s0ill guite diffoee-nt [ror=-Lie SF4G
in germs ef o repulatory respopsibilicies.  Toe c2fent Cunbrony CSY &UT=
rounding Phillips® putenase of Pwe ohares hes led ar least one resoocted
financial pablicat ton Lo suppesd tand g governoenl guency morte mearly
compratalle Lo Sl SEC md

il b usefol [ dealing wica preblems i the
P lisi srcurs!ies moarkety.

'
L]

1 sepan Ehis ovening by discussing the colationship of business and goveen-—
ment. 1 owoukd Tike to szeculate new, Lo censidering Lhe chavges occurring
in Zarape, uo fow Resiness gnd pgowernment can consiroglively dinteracr . Froe
TNY ¥rars, #5 sl ool vewr Kood, wmany Duropean busioessed were caned by
,oaed dhers was Ligrle need For these buasinesses o raise
rarey Teom Lhe nehlic,  The owhiets aml Ratagers ob Licse cobpaniqs wers
Loath oo disciese inlormarion abour the compatices' operatives. The securi-
Lics riaracly wore dhepated by hacks angl other Jinopncial inatlcurions, waich
ve re Lite omly fmvestows wirh voliable and compreicasive Enrovnation ala il

Tamlly inlerTesls

L5 cperalivns ol Lo Lezolzap conpanies, sml Lacre was 1ot Llie pulieic parti-
cipation.  The coerpurate laws voeflected roe inrerests of [he corpor.ie mannagers,
and roquiced minloal dlsclosure of fingneigl inlormacion,. In recenl wears, lsow-
vver, Family corperarivas have been discovering that [t has oo longer been pos-
wible Lo then D palse adeguaic capital for wadevnization amd expansion pich-
cut widar pablic pariicipacicn.  They have Cound e peblic veluctant o
parbicipacse soe long as che compaoics ace unwllling oo make adequace dis-

clasure abaci Lhieilr opercgtions =nd mpnagement,  The conscguends has iesn that
furedgn gowvermmonls bave been Sevislng thely Llaws to Fogquire an Incbossed
deanere ol Jdisclesuare amd tu Intredece afier necossary reforms. Focelgn

slacis oxchanges have boeen serengtaening ilsting scamdacds and reperting
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requirements.  Ihe vegent meetings in Faris under Live auspices of

the Ablantic Institute sugpest thal some pronminent busiznessnen TeCOgZ-
nize Chat Lt may be io thelr best lenp-term inccrescs to provide

a fulier disclosere of corporate affagivs. While these cianges eccoread
eptlietr in Lhe Utitve States, we have by oo means axaausted the
possibilitters for improvenents in the domestic scene.

1 showld alse mare clear that L oam siol suggesting e Lomiocece af a

World Sceorities Qoomissicon, or anything lice it and I am certainly nor
seeking icy mysell the job of regulating (nternational secueitics markcors,
[ am simple pointing vut the importance of the maintenance nf = repulagory
strecture adequate 1o the problems with whieh we must deal as we prow and
cur affalrs beocorn more conpled,  Business and goverament both have lmpor-
Lant roles to 2lav in teyuelation. Our ofiforts must he dirececd cowaed
discovering how we can boest use the particular talents of each.



