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SUMMARY: ENRON WAS NOT ALL BAD

Enron is commonly trotted out as the poster child of corporate greed and arrogance. This is a misreading of the

record and a misreading of history.

Back in 2003, Christopher L. Culp, then adjunct professor of finance at the Graduate School of Business at the

University of Chicago and senior fellow in financial regulation at the Competitive Enterprise Institute, and Steve H.

Hanke, then professor of applied economics at the Johns Hopkins University and a senior fellow at the Cato

Institute wrote this analysis of Enron and its businesses. (At the time, both authors were also principals in Chicago LAWYERS: JOIN JD SUPRA

Partners, LLC. = :
) Your expertise, delivered across the Web

They conclude that Enron’s basic, "asset-lite" business strategy in the otherwise capital-intensive energy business,
which the company knew well, was both legitimate and beneficial to the economy.

Ultimately, however, Enron diversified into other businesses it did not know well. These businesses, such as

Or, start an account from scratch

telecommunications, either were not as capital intensive as the energy business (and, therefore, did not offer
economic advantage to the "asset-lite" strategy) or were highly regulated utilities, such as public water systems, not
fully susceptible to market forces.

In diversifying, Enron incurred substantial costs to acquire information on its new markets, and was forced to READ THIS ON LINKEDIN

deviate from its basic strategy. It adopted improper and illegal accounting policies to hide the resulting losses.

Culp and Hanke argue that Enron should recognized and commended for its success in the energy business, but Legal alerts directly on LinkedIn:
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