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From the March 2001 issue of UPSIDE magazine 

The ink is hardly dry on Arthur Levitt's exit papers, and securities pundits are already sizing up his legacy. 

The earliest reports laud his aggressive advocacy on behalf of individual investors. But even his staunchest admirers, when rating his tenure, wonder just how much he could have accomplished had the times been different. 

Appointed by Clinton in 1993, Levitt brought to his post a hefty Rolodex of contacts acquired during his years within the securities sector -- working on Wall Street, later chairing the American Stock Exchange, and, just prior to the SEC position, owning a newspaper that covered Capitol Hill. 

Able to implement his goals 

Clinton's re-election gave Levitt time to strengthen relationships in the industry and to implement many of his goals, and a long bull market and no extended international conflicts gave him consumer confidence. A keen sense of the tenor of the times helped Levitt leverage this friendly convergence of time and money. 

"He was the right man for the times," says Mark Beauchamp, executive director of the North American Securities Administrators Association (NASAA). 

"Levitt understood that the shift toward democratization in the marketplace would usher in millions of new investors hungry to reap the rewards, as well as shoulder the risks, of this industry. The creation of the Office of Investor Education and Assistance, the 'plain English' initiative affecting financial communications, and the timing requirements for the release of company information [Regulation Fair Disclosure] are all very tangible benefits of Levitt's priorities." 

Beauchamp adds: "He will also be known for what he didn't do. Levitt didn't stifle the flood of technological advances in the marketplace by micromanaging these changes. The commission, under his leadership, took a hands-off attitude. I think that was a wise approach." 

Less wise, say some of his detractors, was his full-frontal attack on the Big Five accounting firms (KPMG, Deloitte & Touche, PricewaterhouseCoopers, Ernst & Young and Arthur Andersen). Early on, Levitt sent out clear signals that he would work aggressively to prohibit them from offering consulting services to their auditing clients. 

No friend of accountants 

He didn't disguise his disdain for the accounting profession, referring frequently to their "fortress mentality" and their unwillingness to embrace public-interest considerations. 

By late 2000, the initiative, approved by the SEC and supported by a majority of the Big Five firms, lacked the clear separation of functions Levitt had so vehemently argued for. Instead of having to divest their consulting services (which Ernst & Young had already done), the Big Five, under the new ruling, could offer computer consulting to their audit clients as long as they disclosed annually the dollar value of both their consulting and auditing services. 

Some observers suggest that Levitt's use of the bully pulpit to sanction the Nasdaq market for price manipulation and to scold the Big Five for conflicts of interest was conveniently selective. 

Levitt also displayed a hands-off policy with foolhardy investors: "If investors are foolish enough to place credibility in chat-room information, which is nothing more than graffiti," he told TheStreet.com in December 2000, "as far as I'm concerned, they probably should lose their money, and we can't protect against that." 

Fifty million investors will look to Levitt's successor to guide them in an increasingly complex trading environment defined by globalization and the electronic marketplace. 

"Whether he looks for Levitt's successor inside or outside the securities industry, Bush will need someone very savvy," says David Russell, international practice chairman for Bose McKinney & Evans. "Someone capable of eliciting confidence from investors and the markets that serve them."
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