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LAUER: Paul O'Neill is the secretary of Treasury.

Mr. Secretary, good morning to you.

O'NEILL: Good morning, Matt. How are you?

LAUER: I'm fine. Thanks.

Can you give me any specifics about what the president will say today?

O'NEILL: It's not a good idea to preempt the boss. But he's going to continue

his work which he began back in March calling for action to close the loopholes

and bring people who have abused their authority to the bar of justice and give

them some significant time in jail and make sure that our system produces

accurate data and accountable executives so that we can go forward, being the

envy of the rest of the world with the economy we have.

LAUER: You talk about a lot of time in jail. There are already some pretty stiff

penalties for fraud out there and yet, some corporate executives have decided

that the rewards are worth the risks. Why will that change?

O'NEILL: Well, I'll tell you I think--it's so strange to me to tell you the

truth having been a CEO and a president of a company for over 20 years that

people apparently don't understand the difference between right and wrong and

we've got to make it much clearer for them so that--it isn't worth the risk

because we're going to put people who abuse their authority and hurt

shareholders and employees in jail where they belong. I think there won't be a

lot because I don't think there are a lot of people who abuse their trust, but

we've now got some famous cases where that's what's happened, and we need to

make sure that there's no out for them in the future.

LAUER: And in some of those famous cases, as you know, Mr. Secretary, the CEOs

of this company have said, ``Hey, you know what, it was the people under me. I

wasn't exactly sure what they were doing.'' Why will they not be able to say the

same thing in the future?

O'NEILL: Well, again, you know, in my own experience, I always believe whatever

happened in my organization I owned the responsibility for it because, after

all, I hired the people or hired the people who hired the people. And so, I took

responsibility for what went on in my organization. I think that's what CEOs

need to do. They shouldn't have deniability that they didn't know and they

didn't understand the financial stuff. If a CEO doesn't understand the

fundamentals of their business, then the board of directors needs to get a new

CEO.

LAUER: What about oversight? In your opinion, has the SEC, in particular its

chairman, Harvey Pitt, done enough to look over some of the corporate dealings

that have gone on in the past couple of years?

O'NEILL: Well, I think he's acted very aggressively since the president called

for action back in March. Harvey has, within the limits of the law that he has

to work with, has put in place some very strong actions that would require or

give us an ability to disgorge funds from people who've taken them. There are

some things we need from legislation. As the president said, we're anxious for

the Congress to act so that we've got all the legislative and legal regulatory

authority that we need to prosecute wrongdoers and to make it very clear who's

responsible for what. And we're hoping the Congress will send the president a

bill in the next few weeks.

LAUER: The president said yesterday in a press conference when being asked about

his own financial dealings of about 10 years ago, quote, ``Sometimes things

aren't exactly black and white when it comes to accounting procedures.'' Isn't

that, Mr. Secretary, the kind of language that has investors and consumers a

little bit nervous when they deal with corporate America?

O'NEILL: Well, you know, unfortunately, the world is full of nuance things, and

what happens often where there is a new practice or a new merger acquisition or

something, one would go to the accountants and say, ``How do you think we ought

to handle this?'' And they would make a judgment. And as the president said

yesterday, those judgments then go before the SEC and the SEC reviews them, and

that's not an exceptional circumstance.

What is an exceptional circumstance is when a company decides not to put

important transactions on the books, not to disclose important transactions, and

the SEC only discovers it maybe by accident rather than by being presented with

the facts and asks for a judgment. So there's a big difference between a company

asking the SEC for a judgment about an accounting practice and the SEC kind of

stumbling into it, and I think that's the nuance that people need to understand.

LAUER: Treasury Secretary Paul O'Neill. Mr. Secretary, thanks very much for your

time. We appreciate it.

O'NEILL: My pleasure.
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CLAYSON: Treasury Secretary Paul O'Neill is at the White House this morning.

Secretary O'Neill, good morning.

O'NEILL: Good morning.

CLAYSON: Yesterday in his speech, previewing today's speech, President Bush

promised new laws to punish corporate abuse. How tough is he going to be?

O'NEILL: He's going to be plenty tough. He's really aggravated about these

issues that have been revealed in the last several months. In fact, in March, he

said, ``We need to go after these people,'' and he laid out a 10-point program

that would require much heightened personal responsibility for chief executive

officers and chief financial officers and urged changes in procedures at the

SEC, and the SEC has responded quite quickly, I think.

The Congress is working on legislation. Hopefully, we'll have it down here

before the Congress leaves for the August recess, and we can tighten our system

so that it can't be abused by those who don't understand what trust and

responsibility means.

CLAYSON: As you know, Mr. O'Neill, the president is facing questions of his own

about his own corporate stock dealings; the vice president as well. Will that

make it hard for the president to make a credible speech today?

O'NEILL: Well, I think the president's dealt with those questions and, you know,

it's ancient history, and his responsibility now is to make sure that investors

all over the world have confidence in what they're told by American companies. A

great majority of companies already meet a high standard. With the changes the

president's proposed, everyone will meet a high standard or they'll go to jail

or they'll disgorge any gains that they got so that we can make sure we're

protecting the pensions of people who work for companies, and that the bad doers

don't get away with a lot of money while everyone else suffers.

CLAYSON: But back to the president for just a minute, Mr. O'Neill. A year ago

Mr. Bush's status as the first MBA president was an asset. His his pro-business

stand now a liability?

O'NEILL: I'll tell you what, I think the president is pro the American people

and people throw labels around and say pro-business or pro-labor. Frankly, I

don't find it particularly enlightening to deal with those phony labels and I

think the president understands and acts on his responsibility for the American

people and the American system.

I have to tell you it's amazing to me that anyone thinks making our system

better and improving it is some kind of a partisan political issue. Anyone who

doesn't care about making our system work well and continue to be the envy of

the rest of the world, I'd say they're not an American.

CLAYSON: Do you support the idea, Mr. O'Neill, of requiring top executives to

keep their own company stock as long as they had a company?

O'NEILL: Well, I can tell you about my own personal experience. When I was at

Alcoa--I went there in 1987--and I accumulated shares. I never sold a single

share of stock while I was there because I viewed myself as kind of the owner of

the hardware store that lived over the store, and I couldn't understand other

people making decisions to so-call diversify--buy other company stock--because

I'll tell you, I had a lot of confidence that no one could do a better job of

creating value than I was doing. I may have been a little hubris in that, but it

turned out to be true and I never sold a single stock.

CLAYSON: But as you know, a lot of executives have--at Enron and WorldCom and

others.

O'NEILL: Well, I think they ought to review their practices and think about

being the hardware store owner with the responsibility to provide good jobs to

people and good value to customers. I'm not so sure that the government ought to

decide what executives ought to do, but I think executives ought to really look

hard at what it means to have trust and responsibility and to follow through in

an appropriate way.

CLAYSON: We look forward to the president's speech today.

Treasury Secretary Paul O'Neill. Thank you.

O'NEILL: Thank you.
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