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massive accounting scam, the stock is
not at $564 a share but 3 cents a share.
The WorldCom stock in WorldCom
401(k) plans is not worth $1.1 billion,
but it is now worth $20 million.

By the way, the 401(k) plan isn’t
guaranteed by the Pension Benefit
Guaranty Corporation. It is actually
imposing a cruel reduction in the secu-
rity of all those 104,000 folks. I say, as
an aside, this situation certainly ar-
gues for diversification in pension
plans as well. The WorldCom plan
started with about one-third con-
centration in WorldCom stock. It now
has 1less than 1 percent in the
WorldCom stock, but that is just be-
cause of the loss of value. It is really a
very difficult situation for a lot of
working Americans.

These are not just numbers or ab-
stract entries on a corporate balance
sheet or somebody’s notification of
what their 401(k) plan returns are, they
represent the destruction of people’s
hopes and dreams for a secure retire-
ment life, after working responsibly
and contributing responsibly to their
retirement.

Last week we had one WorldCom em-
ployee say:

I put all my money in WorldCom stock,
and I'm pretty sure I've lost everything. I
knew what happened at Enron, but I thought
we [at WorldCom] were different.

Management told them they were dif-
ferent, and, as most people, employees
trusted the executives they worked for
and wanted to be proud of their com-
pany and its leadership.

The experience of WorldCom employ-
ees, and those of hundreds of other
companies—some of them, by the way,
not falling prey to the whims of fraud
but just simply market realities—
shows that diversification is an abso-
lute essential in pension reform. I hope
we have that debate also on the floor.

When retirees lose all their money
through no fault of their own, when
nothing is left in their retirement port-
folio, one thing, and one thing only,
stands in the way of total economic
devastation. Social Security. Because
no matter the state of the stock mar-
ket, Social Security is always there—
not with enough to live in luxury but
enough to make a real difference for
millions who have little or no savings
on which to rely. Social Security is the
ultimate safety net. We must not let
the administration shred it.

Privatization schemes would irre-
sponsibly gamble with the guarantee of
security for retirees, present and fu-
ture. The average Social Security ben-
efit last year was only about $10,000 a
year—not the princely sums received
by executives who have failed their
companies—and not enough in some
parts of our country to have a secure
retirement. In New Jersey, for in-
stance, $10,000 a year can only get you
so far given the high cost of living in
our part of the country.

Yet President Bush’s Social Security
Commission called for substantial cuts
in guaranteed benefits. Cuts for some
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workers would amount to 25 percent
and future cuts could exceed 45 per-
cent. If anyone wants to apologize for
privatization by disputing these num-
bers, I just encourage them to read the
report of the nonpartisan actuaries at
the Social Security Administration
themselves. For more evidence, let me
refer you to the recent economic anal-
ysis by Professor Peter Diamond of
MIT and Dr. Peter Orszag of the Brook-
ings Institution.

The Bush Commission parades its
proposals as promoting choice. But if
the Bush privatization plans were ever
approved, seniors would have no
choice. Their benefits would be cut.
They would be cut if they shifted to
privatized accounts, and they would be
cut if they did not. The only choice is
this: If they opted for privatized ac-
counts, their guaranteed benefits
would be cut more deeply.

The effective destruction of Social
Security’s guaranteed Dbenefits rec-
ommended by the Bush Commission is
bad economics and bad social policy.
Fifty Senators have written the Presi-
dent urging him to publicly reject his
Commission’s proposals. So far, his re-
sponse has been the same kind of si-
lence we heard for months after the
corporate scandals first broke with
Enron.

Sometimes facts and reality ought to
bring about a change in thinking for
individuals, for corporations, and for
an administration on important topics
of the day.

Cutting guaranteed Social Security
may have sounded like a good idea
when the stock market was only going
up, but now the fallacy of that assump-
tion is clear to everybody. I hope the
Bush administration will reconsider its
plans to privatize and cut Social Secu-
rity.

Let’s not take the security out of So-
cial Security.

Mr. President, before I leave the
floor, I would like to take a few min-
utes to discuss a different matter but
one that I believe is fundamentally im-
portant as we seek to address the
structural problems facing our econ-
omy and what we need to face in the fi-
nancial world to straighten out some of
the problems we have. We need to bet-
ter account for employee stock op-
tions.

This, too, is an issue that regardless
of where one may have been histori-
cally, facts and reality ought to bring
about a change in reasonable folks’
thought with regard to options.

While the depth of liquidity and effi-
ciency of our markets is still
unrivaled, our markets need to make
sure they are based on a presumption
of integrity and accuracy in the infor-
mation provided to the country. Our
entire financial system depends on the
broad availability of timely, truthful
and transparent information. To secure
that and restore the confidence of in-
vestors, it is absolutely urgent that we
address this treatment of employee
stock options.
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The fact is, in many instances where
we continue to allow this without an
acknowledgment of what is going on,
two things are happening: Earnings are
overstated, and there is an enormous
amount of dilution going on to the
ownership of shares.

People may argue that you can de-
rive this from financial statements and
footnotes that are highly complicated
even for the most sophisticated inves-
tor to read. But I argue that there is no
common sense in making it as difficult
to understand what the earnings state-
ments of a company state and, more
importantly, protecting investors from
the dilution that comes from the whole
premise of issuing more stock without
having an understanding of when that
is going to happen. This needs to be put
in the context of the asymmetrical in-
centives it gives management that has
undermined confidence in our cor-
porate executives.

To be brief: We have a chance to ad-
dress this issue in a very serious man-
ner in the next few hours before we
take our final vote on this legislation.
I compliment Senator LEVIN and all
those who stand to straighten out and
put into responsible format what needs
to be done with option accounting. We
should do that not by writing option
rules, at which I do not think the Sen-
ate has the capacity to be effective, but
making sure that an independent body,
which we will independently finance,
has the ability to deal with a very com-
plicated issue.

I hope with the help of all my col-
leagues, we can get around to straight-
ening out something that, as we saw
today in news reports, even corporate
executives understand can lead to
misallocation of resources and cer-
tainly misunderstanding of the per-
formance of companies. We ought to
get to real economic performance being
reflected, not accounting performance.
I am glad to see Coca-Cola take the
steps they did. We need to move firmly
and surely by passing the Levin amend-
ment which would facilitate a solution
that would make this permanent for
everyone.

All three of these are important
issues—accounting reform and cor-
porate responsibility, the treatment of
stock options, and protecting Social
Security and rejecting privatization.
The stakes are high for our economy. I
hope we will move swiftly and cer-
tainly to reform and provide economic
security to all Americans.

——

CONCLUSION OF MORNING
BUSINESS
The PRESIDING OFFICER. Morning
business is closed.

———

PUBLIC COMPANY ACCOUNTING
REFORM AND INVESTOR PRO-
TECTION ACT OF 2002
The PRESIDING OFFICER. Under

the previous order, the Senate will now

resume consideration of S. 2673, which
the clerk will report.
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