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Foreword 
 
 
Cindy Olson began her career as a Wichita State graduate in an oil and gas accounting position 
in Wichita, KS. From those humble beginnings she found herself on the fast track of a small 
energy business that over the following 20 plus years mushroomed into her role as the head of 
Human Resources and a member of the 20 person Executive Committee of Enron. 

Cindy experienced, and was part of building, a culture that was infamous for being an excellent 
place to work as well as one of the “top innovators” in the country. Enron seemed invincible, 
until Ken Lay passed off his CEO responsibilities to a new CEO and the culture of the 
organization began to change. In a matter of months, Cindy lived through the painful journey of 
watching this innovative company and culture she loved disintegrate. 

That life-changing experience fueled Cindy’s passion for assuring that no other organization 
experiences the consequences of a corporate culture that turns toxic with unethical and 
immoral behavior. In her examination of Enron’s history she has discovered that relying on each 
individual to do the right thing without a consistent moral canon to which everyone is held 
accountable is fraught with risk. 

Further, it illuminated the intrinsic need of organizations to marry standards and governance 
with streamlined processes driven by technology - an idea foundational to Choice Solutions’ 
emergence within business process automation. As Virtualization specialists, we create 
technology solutions that enables mobility, automates business processes and secures your 
most sensitive information to empower people and power business success. Who better to 
lead this charge than our Chief Human Capital Transformation Strategist, Cindy Olson, who has 
re-written the book on human capital management and is changing the way companies and 
organizations automate business processes. 

Technology can’t innovate, build relationships or dream. Only humans can. Yet, it’s the very 
same people that can fell any organization. We think this case study will be well worth your 
time. There are lessons about cultural breeches and standards, governance and accountability 
that can benefit any organization. Let Cindy take you through the highlights of what really 
happened to Enron. Not what you think happened, according to the press, but what really 
happened. 

 
 
Jim Steinlage 
President and CEO 
Choice Solutions 



Enron: An Inside Look at the Collapse of a Culture 
Executive Summary 

 
In 2001 the 5th largest public company in the world filed for bankruptcy without warning. After leaving Enron in 
July 2002 after being there for 22 years, helping build the Culture and being a part of the Executive Committee I was 
obsessed with understanding how a company, with over 1 Million resumes in its data base, with thousands of future 
employees lining up to work for us, receiving some of the most prestigious accolades in the business world and 
having a truly innovative culture that most companies wanted to emulate, could disappear in a matter of months 
with little warning. Because of that obsession and my constant desire for continuous improvement and learning I 
began to analyze the impact that our Culture had on Enron’s failure. 

 
Many companies had the same kinds of accounting structures and large trading organizations and I believed because 
of that fact, there was something in our unique Culture that caused us to fail. After reviewing the cumulative 
employee surveys, it was clear to me that there were at least two major contributors to our ultimate fate: 

 
1. We grew so fast that we failed to stay true to the values that Ken Lay had built the company on. The value of 

Integrity and Respect were simply values on the wall by the time Enron filed for bankruptcy. Ken had 
promoted Jeff Skilling to CEO and had believed that the fact Jeff did not live the values of the organization was 
not a huge issue. Jeff had done all the right things to create an Innovative culture, met Wall Street’s 
expectations for continued growth and stock price increases and was applauded by many both internally and 
externally. However, the failure of Jeff to model the value of Integrity and Respect internally and externally 
created a tension that destroyed our culture. 

2. In addition, we had become so successful with what we were doing according to Wall Street’s standards that 
we did not believe we could fail even though it was clear in hindsight that we did not fully encourage 
employees to bring forward “bad news” or challenge the status quo with respect to potential risks. Our Risk 
awareness within the corporation was very poor. The warning signs were there in the results of employee 
surveys however, we told people repeatedly that “you don’t get it”. 

 
Finally it was shocking to see from those surveys, that we still had employees that felt their skills were not fully 
utilized and we had a huge failure to communicate across business unit lines. Those things probably did not 
contribute to our bankruptcy however; they certainly held Enron back from achieving its full potential. 

 
In the following Analysis of Enron, based on my personal experience and the information of those employee surveys, I 
propose that any company can ultimately fail if they do not understand and protect a values based culture. The 
question is how can you know for sure? How can you make Culture a measure that can be compared and utilized by 
those CEO’s and leaders that believe that Culture is just too soft? I believe the solution lies with listening intently to 
your employees and not discounting any concerns that are raised. Hopefully the following will encourage that 
behavior by Executives. 
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Introduction 
 

In December 2001, the fifth largest corporation in the United States filed for bankruptcy. Its demise 
came virtually without warning. Over a ten year period, ending December 31, 2000, Enron would 
present investors with a total return of 1,415%. Compared to the S&P 500 meager 383% return, Enron 
was considered the darling of Wall Street. Much of Enron’s rapid growth had come as a result of its 
trading of derivatives with Wall Street firms such as Bear Stearns, Lehman Brothers, and Goldman 
Sachs. Despite being named the “Most Innovative Company” for six years in a row by Fortune 
Magazine, suddenly Enron imploded much the same way Bear Stearns and Lehman Brothers did only 
seven short years later. This begs us to ask the question—Why? 

What risk does culture and internal structures play in the ability to sustain our performance? 
 

In 1996, Ken Lay, then Enron’s CEO and Chairman of the Board, knew something was changing as energy 
trading became more of the central source of the company’s revenue. While the world began to focus 
on the external face of Enron – success based on external metrics – accolades and rapid rise in stock 
price, Ken Lay began grappling with the internal face of Enron 

– a changing culture. In early 2000, as the executive management team began determining a new vision 
for the company, Ken Lay’s vision was that Enron would become “The Most Respected Company.” Jeff 
Skilling, Lay’s successor, on the other hand, suggested that Enron would become “The Coolest Company 
on the Planet,” as he envisioned a pair of giant sun glasses on the top of Enron‘s 50-story office 
building in downtown Houston. The difference in their individual visions is but one of the many 
examples that will illustrate the different leadership styles and cultures that developed within Enron 
from 1993 until its downfall in 2001. 

As Enron’s culture became more aggressive in pursuit of better and better earnings to support an 
increasing stock price, Ken Lay watched the accolades grow in number as Fortune Magazine hailed 
Enron the Most Innovative Company for six years in a row. Ken Lay held a Ph.D. in economics. 
Modeling and metrics were the foundation for his leadership. While the accolades and stock price 
provided Wall Street with a measure of Enron’s success, Ken Lay was asking an essential question for 
which no metric currently exists: 

Is our culture strong enough to sustain our performance? 
 

Culture is a dynamic, ever-changing element of institutions. Whether it is the culture of our political, 
banking, religious or capital market institutions, and structural integrity requires a culture that will 

Enron: An Inside Look at the Collapse of a Culture by Cindy Olson • Page 3 of 53 

This work is licensed under the Creative Commons Attribution-NonCommercial- 
NoDerivatives 4.0 International License. To view a copy of this license, visit 
http://creativecommons.org/licenses/by-nc-nd/4.0/. 

 

http://creativecommons.org/licenses/by-nc-nd/4.0/


sustain its existence or else it will fall like the Roman Empire. Governance, management, and 
compensation structures are designed to provide the right balance between oversight, direction and 
incentive for members of the institution. In the face of a changing culture, these structures can be 
diminished or if not strong enough in the first place, can allow inadvertent changes in the culture that 
can impact the long-term sustainability of the company without the CEO or board’s knowledge until it 
is too late. 

In public companies, meeting the targets of quarterly earnings is a primary requirement for CEOs to 
keep their job. The intensity of the CEO’s focus on quarterly earnings can have an indirect and yet 
dynamic, if not devastating, impact on the overall health of the corporate culture. In order for 
“members” or employees to remain actively engaged in the institution or company, there must be 
sufficient Private Goods distributed (e.g. compensation, benefits). If employees become disengaged or 
disenfranchised due to diminished compensation (e.g. value of stock options or salary), the leader may 
not be able to achieve the strategic objectives required to meet their quarterly earnings target. 

Although compensation, direct or indirect, can become a driver of employee behavior, power (even 
perceived power) can be a driver of certain cultural behavior. Depending upon how the influence of 
power within the corporation is viewed, if the balance of power is reduced to an exclusive few, 
whether within the c-suite or individual business units, it can further impact the culture of the 
corporation as employees who feel “left out” begin to look for ways to enrich themselves or may 
ultimately decide to simply leave the company – taking with them the knowledge gained and/or trade 
secrets to their next employer who just happens to be your biggest competitor. 

As the narrow focus of quarterly earnings trickles down, if 16(b) Insiders feel their job is at risk, there can 
be a propensity to overstate revenue or understate costs, if necessary for the company to meet its 
quarterly earnings. This can occur often times without the CEO knowing, despite the belief that the CEO 
knows or should know absolutely everything that occurs within the corporation. In fact, many will do so 
in support of the CEO because if the CEO loses their job, the Insider’s own job may be at risk as a new 
CEO could decide to bring in a new senior management team. 

As in political institutions, corporations have coalitions. The group which selects the leader/CEO and 
has a say in the leader/CEO keeping his or her job is considered the Selectorate coalition. 

In a public company this would be the board of directors and, to a greater extent, the institutional 
investors. Once in a position of power, there is always opposition—internally there are people who 
want to succeed the leader, while the external opposition could be a corporate raider or large private 
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equity investment firm who is stimulated to act if a drop in the stock price reduces the ROI or creates 
the opportunity or threat of a hostile takeover. 

In each instance, the opposition can be considered a threat to the leader maintaining his position. His 
strategy must be to build support for his agenda in order for him to keep his job. To meet this 
objective, the leader must have a group of supporters who has greater power or influence than those 
of his opposition. This group is called the Winning coalition. The benefits or compensation provided to 
this coalition depends upon the amount of support necessary to sustain his position and the power 
and ability of the individuals within the Winning coalition to influence others. In essence, in both the 
Selectorate and Winning coalitions, the leader must satisfy the self-interest of the members of the 
coalition by distributing “Private” or “Public” Goods through compensation, power, or return on 
investment. The game begins as the leader seeks to sustain his position of power, hold his opposition 
at bay, and provide a greater return on investment than his competition which leads us to the two 
faces of Enron. 

The Two Faces of Enron 
 

Enron had two faces – the external face of accolades, awards, and stock price and the internal face of 
its employees, most of whom contributed to Enron’s success in one way or another over the years, all 
of whom watched as the two faces of Enron’s leadership divided its culture to a point where the 
company’s structural integrity was no longer sufficient to withstand market forces. 

From 1991 until 2001 Enron managed to succeed based upon its “external beauty” until its “internal 
ugliness” became obvious and the honeymoon with Wall Street came to an abrupt end. That is when 
investors suddenly claimed they had been duped. Enron was not a fairy tale and its employees did not 
go to work every day to manipulate markets and steal from investors 

– quite the opposite. Enron, like most companies, wanted to “change the world.” Author Malcolm 
Gladwell describes this phenomenon in his article in the New Yorker Magazine on January 8, 2007 
entitled “Open Secrets” (Enron, Intelligence and the Peril of Too Much Information). While not the 
subject of this paper, Gladwell rightly argues it was not that Enron hid the truth, but that it was openly 
transparent and despite the risk, people wanted what Enron was selling – for better or for worse. 

Enron was not unique in its structure – a public company, traded on the New York Stock Exchange, until 
late 2001. The company’s Selectorate coalition consisted of a board of directors, all of whom had 
stellar reputations, and very large institutional investors, like Janus and the California Public Employees 
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Retirement System (CALPERS) which is the United States largest pension fund. The Winning coalition 
consisted of the best and brightest employees with MBAs who had graduated from Harvard, Yale, and 
Princeton and worked on Wall Street. Meeting the self-interest of these coalitions seemed to require 
one thing . . . rapid growth in earnings. 

Ultimately, Enron’s demise might have been predicted as the demands of these two groups exceeded 
Enron’s ability to sustain its performance to meet their needs. In the end, the brazen self-interest of 
the CFO caused him to find a way to benefit at a rate greater than Enron’s traders, by creating his own 
Ponzi scheme, outside the purview of the board of directors, in pursuit of his own brazen self-interest. 
There was only one problem, the Ponzi Scheme was dependent upon the CFO’s ability to exploit 
Enron’s underperforming assets, which ultimately required him to commit securities fraud by 
transferring those assets to his external hedge fund. Unfortunately, the structures within Enron had 
leant themselves to the creation of an aggressive culture where Integrity was not enforced and risk 
awareness was not encouraged. 

Because of this cultural failure, the CFO’s personal agenda was all too easy for him to achieve. 
 

Externally, Enron had a face that Wall Street loved – rapid growth in earnings allowing the Selectorate 
coalition to remain satisfied with the leadership. That external face was often at conflict with the 
internal face of the two leadership styles that created the culture. One leader was concerned with the 
change in culture brought about by the traders, while the other promoted the aggressive culture of 
trading necessary to produce the results and benefits demanded by the various coalitions. The 
ultimate result was a company that was not sustainable because the culture was not unified in its 
support of the leadership and strategic direction. 

Throughout the history of Enron, there were meta-coalitions built and destroyed as companies were 
acquired, mergers occurred, and leaders rose through the ranks – each with their eye on the role of 
succeeding Ken Lay as CEO. In 1993, it was Jeff Skilling and Rebecca Mark who were at war over the top 
spot. That war would last from 1993 until 2000 when Rebecca Mark was moved aside and put in 
charge of the newly acquired Azurix water company. Ultimately, Skilling would manage to dethrone 
nearly everyone who ever held the title of vice chairman. 

By 1996, Jeff Skilling and his growing organization “Enron Capital and Trade”, was becoming a force to 
be reckoned with. His focus on trading revenues and building new businesses supported the earnings 
Wall Street demanded but created a cut-throat culture. Although Ken Lay had concerns about the shift 
in Enron’s culture under Jeff Skilling’s leadership, Wall Street appeared to validate Jeff Skilling’s 
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leadership skills, as the external metrics continued to provide Enron’s Board of Directors with the 
assurance that Jeff Skilling was doing all the right things by leading Enron into new businesses. For 
those of us inside Enron, we had the rare opportunity to experience a palatable cultural shift that had 
a significant impact to Enron’s ultimate sustainability. 

I present a compelling case that suggests that culture is a measurable risk that can be managed by 
presenting the two leadership styles of Ken Lay and Jeff Skilling. Both of these leaders shaped the 
culture of Enron. From those who knew them best including myself, Lay’s self- interest was driven from 
his passion to create a company where all employees could use their “God given” talent to accomplish 
things they never imagined, whereas Skilling’s self-interest was driven from his legacy or ego and 
always by the metrics dictated by the outside world. 

The culture at Enron was not unique. Many companies that have failed or were on the verge of failure 
in the financial crisis had and may still have a similar culture. 

When management expert Jim Collins (author of “Good to Great” and “Built to Last”) was asked about 
Jack Welch, he said two profound things: 1) “Jack Welch did not make GE great, GE was already great.” 
and 2) “Jeff Immelt will have to manage down what Jack Welch managed up.” Apparently Jeff Immelt 
found that to be more difficult than expected because in 2009, General Electric was found to have 
committed securities fraud beginning in 2001 – the year Welch retired. The company was ordered to pay 
a $50M fine to the Securities and Exchange Commission, spending more than $200M in legal and 
accounting fees, and losing $170B in market capitalization. While Ken Lay died before he was able to 
restore his reputation, Jack Welch, who’s own reputation was tarnished by scandal, has now attempted 
to restore his authority as a leader with his 2009 comments to the Financial Times “On the face of it, 
shareholder value is the dumbest idea in the world. Shareholder value is a result, not a strategy 

. . . your main constituencies are your employees, your customers, and your products.” Welch, no 
longer at risk of losing his job as CEO of General Electric, seems to be acknowledging on some level he 
managed for short term profits manipulating or managing earnings in pursuit of shareholder value. 

As a former member of Enron’s Executive Committee and the head of Enron’s Global Human Resources, 
I put forth this case study (relying upon my two decades of experience and inside knowledge of Enron) 
to demonstrate the validity and value of a Culture of Integrity and Risk Awareness. My perspective is 
from that of not only a top executive of a Fortune 5 company but also as a 16(b) Insider who was 
involved in how decisions were made at the highest levels within the company and the impact they had 
on the culture. It should also be noted here that I, upon the death of Ken Lay, 
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remain as the standing historian for the company, being the highest executive that lived through the 
creation of Enron, through all of the mergers and growth of the new businesses and ultimately the 
fallout from the company’s downfall including the many investigations, trials and convictions. I explain 
how the result ultimately caused the structural integrity of Enron to be weakened to the point that the 
CFO was able to commit securities fraud, out of his own brazen self-interest, without anyone, including 
the auditors, knowing, except for a few mid-level executives. 

Enron relied upon experts, like McKinsey, Towers Perrin, Arthur Andersen, and the company’s outside 
counsel, Vinsen & Elkins, to recommend and rubber stamp many of the structures we had put in place. 
Additionally, Enron spent millions of dollars implementing the SAP business intelligence solution 
designed specifically to mitigate the risks. Strategies created independent of one another and/or the 
wrong technology can create the silos of information that often can unintentionally impact the future 
performance of a company by weakening the culture without the experts knowing. 

Unfortunately without reliable metrics, the Board of Directors, senior executives (except for the self- 
dealing CFO) and investors were blindsided. Had there been more concern about how important the 
culture was or even better, a way to monetize Culture, Enron’s Board of Directors and even Jeff Skilling 
would have had a reliable metric that would have identified the structural weaknesses in sufficient 
time to make the structural changes to reduce the risk of fraud at the hands of the CFO. 

 

My Story 
 

As the head of Global Human Resources for what was once the 5th largest corporation, I believe 
corporate culture is the primary driver of a company’s performance. With a degree in accounting, I 
understand how underperforming assets can drain a company’s resources and define its balance sheet. 
However, if employees are encouraged to and rewarded for acquiring assets for short term gains that 
ultimately underperform then the long-term sustainability of the company’s performance can be at risk. 
If employees are rewarded for violating their trading limits and making trades that have no legitimate 
business purpose except for manipulating the markets then there is something terribly wrong with the 
culture. 

Like any large international company, silos of information existed within Enron, as coalitions were 
created that promoted a win-at-all-cost culture. Culture is not created overnight and for a period of 
nearly two decades I watched Enron go from a values-based company led by Ken Lay to an earnings- 
driven company led by Jeff Skilling. I’m not saying that you have to sacrifice earnings for values. Quite 

Enron: An Inside Look at the Collapse of a Culture by Cindy Olson • Page 8 of 53 

This work is licensed under the Creative Commons Attribution-NonCommercial- 
NoDerivatives 4.0 International License. To view a copy of this license, visit 
http://creativecommons.org/licenses/by-nc-nd/4.0/. 

 

http://creativecommons.org/licenses/by-nc-nd/4.0/


to the contrary, CEOs should have access to data and metrics that allow them to see clearly a 
company’s ability to sustain its performance. I have gained perhaps the best understanding of the 
leadership required to sustain a company’s performance and how a culture is shaped by its leader 
because of the experience I had within Enron. Reporting to and knowing both Skilling and Lay was a 
unique experience giving me a clear view of the “Two Faces of Enron.” I believe that every CEO and/or 
Board of Directors deserves to understand the impact that the structure and culture of the organization 
is having on their company’s performance before it is too late. 

I was surprised as the rest of the world that our CFO had run an external Ponzi scheme, as much as the 
world was surprised by Bernie Madoff. When those of us inside Enron suddenly and unexpectedly 
learned that our results had been falsified by our CFO we made every attempt to prevent a run on the 
bank, including calls by Ken Lay to the President of the United States. 

Similar to the sudden liquidity crises that hit the Wall Street banks, Enron was faced with a liquidity 
crisis. Unlike the Wall Street banks, the Bush administration decided to let Enron fail similar to the way 
they handled Bear Stearns and Lehman Brothers. What we now know is that Bear Stearns, Lehman 
Brothers, Enron, the companies that were “saved” by the government and even companies that 
watched and corrected the situation before they imploded, had structures, systems and cultures in 
place which resulted in unsustainable performance. 

In my Op Ed published by the Houston Chronicle as I was releasing my book “The Whole Truth So Help 
1 

me God”, on October 4, 2008 I stated: “The current economic crisis is a repeat of Enron, only on a 
bigger scale.” Even President Obama admits not much has changed in chasing the deals. First it was 
Enron and the rest of Wall Street has followed. 

Inside every company is a well-intentioned CEO relying on well-paid, top executives, employees and 
expert consultants to do their jobs and to advise them, or accounting firms to identify when they are at 
risk of committing securities fraud. CEOs also rely upon credit rating agencies and their fundamental 
models to recognize weaknesses that may exist. Wall Street analysts who pride themselves as being the 
smartest guys in the room attempt to find cracks in the foundation of public companies with their 
models. Even the media plays a role in the investigation of problems when the regulators fail to do so. 
With all of this scrutiny we must ask ourselves why history repeats itself. 

 
 
 

 

 
1 http://www.chron.com/disp/story.mpl/editorial/outlook/6039711.html 
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My intent is not to defend Enron but to provide insight from my personal experiences I gleaned from 23 
years at the company and the 8 years of fallout from its demise. I believe that we can learn from our 
mistakes and I believe that measuring Culture can provide a way to quantify the sustainability of its 
performance before it is too late. 

My career with Enron spanned over nearly two decades during which time I rose to hold perhaps two of 
the most visible positions inside Enron – I served on Enron’s Executive Committee and headed Enron’s 
Global Human Resources. From both a tangible and intangible perspective, I came to understand the 
key performance drivers upon which Enron relied and which drove its business. While many remember 
Enron for its failures, I remember Enron for its successes. Along with everyone else I have found myself 
asking the question – how could this have happened? That is what drove me to review all of our 
employee surveys that had been administered over the previous 10 years. It is from these results and 
my inside view that I feel qualified to discuss how our Culture determined our future downfall. 

Of course, when a CFO or Bernie Madoff is determined to commit fraud, he doesn’t tell everyone – he 
keeps it quiet. He enlists or buys off those he needs to in order to perpetrate his crimes and lies to 
those who he believes will stand in his way of achieving his objective. With the exception of a handful 
of mid-level executives, no one knew of, engaged in, or benefited from the fraud committed by Enron’s 
self-dealing CFO. For those working in collusion with the CFO, their individual financial gain was 
enormous; for those who would never engage in such behavior, the CFO left us in the dark through a 
series of lies to Wall Street and insiders. 

We all believed we were paying our external consultants (and we paid them very large sums of money) 
to recommend or approve structures and accounting treatment so that investors in our company had 
confidence that what we were doing was not only legal and met accounting standards but they were 
appropriate for our organization. Coupled with the outside scrutiny of analysts, we believed that any 
structural weaknesses that would have resulted in a risk of fraud being committed, including that 
carried out by the CFO, should have ultimately been identified by our auditors, consultants or the 
outside analysts. Given there was absolutely no collusion on the part of Enron’s consultants, it means 
the CFO was just better at hiding the truth than the consultants were at finding it. Or perhaps if there 
had been a way to monetize our culture and if we had really listened to the employees who were 
concerned about things that they saw we could have prevented the outcome. 

By the end of 2001, Enron employed nearly 25,000 employees worldwide. The question is not whether 
Enron was a good company or a bad company, but how is it that all of the internal and external metrics 
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missed the mark. In the spirit of full disclosure, I want to point out that I came to consider Ken Lay 
among my most cherished mentors which is why I feel not only qualified but obligated to find a 
solution that could have not only saved Enron but will save other CEOs who may find themselves in the 
same predicament as Ken Lay . . . wondering how did this happen 

On January 30, 1992, the Securities and Exchange Commission informed Enron that they had approved 
our use of mark-to-market accounting which was intended to provide a “fair value” of energy related 
commodities. Enron was the first non-financial company to be approved for mark-to-market accounting 
by the SEC. This accounting change opened the door for Enron to drive revenues from trading, 
maximizing and growing its profits. Virtually overnight, Enron was filled with Wall Street traders who 
recognized the potential of creating markets which had never been traded before. In addition, Enron 
was pursuing international development projects under the leadership of Rebecca Mark. It was during 
this time frame that a cultural war was igniting between the trading division led by Jeff Skilling and the 
asset development division led by Rebecca Mark. 

By 1993, after experiencing nearly two years of a very successful trading business, Ken Lay began to 
realize the significance of these cultural changes. Kurt Eichenwald, author of Conspiracy of Fools 
recognizes it in his book: 

In 1993 the fuse was lit. Enron would soon be pursuing wildly contradictory 
strategies. One brought in huge earnings but little cash, and depended on Enron's 
credit ratings to survive. The other would devour cash while producing next to no 
earnings for years, potentially putting the credit rating at risk. Enron was on a 
collision course with itself.. 

By 1996, Enron purchased Portland General Electric – bringing in yet another strong trading culture to 
the mix with what was already forming. Making the integration of the cultures all the more difficult was 
PGE was based in Portland, Oregon and while a few traders moved from Houston to Portland, none of 
the traders were willing to move from Portland to Houston. This caused yet another divide in the 
culture between Houston and Portland. The inability to integrate these two cultures ultimately created 
the platform for the manipulation of power prices at the hands of those employees in Portland who felt 
the need to prove themselves to Corporate. Unfortunately, while Enron managed its trading risk books, 
the management of the cultural divide was becoming more difficult, given the revenue being generated 
by Portland and Houston’s desire to beat what it saw as the competition – Enron’s West Power Trading 
Desk. 
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Meanwhile Ken Lay was being pursued by AT&T as the new CEO, a position which he ultimately turned 
down based upon his passion for the employees, customers and investors in Enron. By the end of 
1996, Rich Kinder was leaving Enron and the COO position was vacant. 

In 1997, a major asset deal that Enron had been developing in Teeside, England was near completion. As 
the liquefied natural gas (LNG) plant was nearing completion, the market price of the commodity 
dropped to a low causing Enron to have to take a significant loss on its trading books. Jeff Skilling’s 
group of traders blamed the failure on Rebecca Mark’s asset group for taking longer than expected for 
the newly constructed gas plant to come on line. The loss was a huge hit for Enron financially. Looking 
for revenue became a major objective requiring the use of aggressive accounting methods approved by 
Arthur Andersen. By end of December 1997, to cover the loss, Andrew Fastow used an off-the-balance 
sheet partnership referred to as Kitty Hawk Funding to secure a loan from Bank of New York that 
allowed Enron to book revenue using mark-to-market accounting. Unbeknownst to anyone, the 
revenue generated to prepay the loan was artificially inflated. Later that year, Fastow was appointed CFO 
of Enron, shortly after Jeff Skilling’s appointment to the corporate COO position vacated by Rich Kinder. 

 

By early 1998, comfortable with the placement of Jeff Skilling as COO, Ken Lay began to focus his 
efforts outside the company. He led the Houston United Way Campaign, helped the city of Houston 
build a new baseball stadium (which ultimately was named Enron Field), chaired the Economic Council 
Conference in Tokyo and served as Chairman of the Texas Governor’s Business Council serving George 
W. Bush as Governor of Texas, and was working on George W. Bush’s Presidential election fund raising 
campaign. Enron also kicked off a worldwide advertising campaign with the first ad running at the 
Super Bowl that year. All of those things were pursued by Ken Lay as a part of Enron’s branding 
strategy to let the world know who Enron was as the push came to deregulate retail power to allow 
consumers a choice and competition. The ad campaign also allowed us the ability to attract the best 
talent in the world. In addition, it is critical to note that Ken Lay formed an internal “Vision and Values” 
committee with the objective of driving his values within the organization. Having successfully united 
the culture that resulted from the merger of InterNorth and Houston Natural Gas, Ken Lay clearly 
recognized without a set of defined values, Enron would not be able to maximize the value it could 
offer to its customers and shareholders. 

By 1999, Jeff Skilling figured out a way to move Rebecca Mark into a role that cleared the way for him 
to be the next CEO of Enron. Although she remained a board member of Enron Corp., as the CEO of 
Enron’s new water subsidiary, her power to give pushback was drastically diminished, allowing Jeff 
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Skilling’s culture to become fully developed. From this point, the employees of Enron viewed Jeff 
Skilling as the clear winner to succeed Ken Lay as CEO and from a management perspective, Jeff Skilling 
was making most of the day to day decisions and the culture was changing rapidly as the short term 
focus of the traders became the driving force of compensation. 

In 2000, to offset the enormous bonuses given to traders, Jeff Skilling worked with McKinsey (and my 
team in Human Resources) to create a compensation model for the executives consisting of vice 
president and above that would be designed similar to a partnership, like McKinsey. This structure 
provided enormous stock option grants that allowed for immediate vesting of stock. 

By 2001, Enron’s culture had driven structural changes that could no longer sustain the company’s 
performance. In a matter of nine short years, from the time Enron was approved to use mark-to- 
market accounting in 1992 and December 2001, the company had become unbelievably successful 
using the metrics that existed at the time. Unfortunately the structures and culture had put Enron at 
risk. However, those of us who remained at Enron, despite the downturn in our stock price remained 
optimistic as Ken Lay returned to the position of CEO when Jeff Skilling suddenly announced his 
resignation on August 14, 2001. 

I began my career at what would ultimately become Enron in 1979 and lived through the merger of two 
very different cultures that existed at InterNorth and Houston Natural Gas in 1985. Ken Lay had 
successfully led Enron through many changes that had occurred in the company since that time and I 
along with most employees that had been along on that roller coaster ride believed that the worst was 
over and we could withstand anything. However, reflecting back, I believe that Ken Lay was concerned 
in 1996 that the culture shift occurring in the 1990s was of bigger concern than the 1980s because it was 
associated with the most successful, growing part of our business – trading. At the time, Enron Corp. 
operated primarily as a holding company for the various business units, including Enron Capital & Trade 
Resources (ECT) which was Enron’s trading division responsible for all of the marketing, sales, and 
pricing of energy commodities. As the head of “back-office” operations, I was responsible primarily for 
the operational performance of Enron’s trading subsidiary and I reported directly to Jeff Skilling, who 
was at the time, President of ECT. 

As the leading “people” person at Enron, Ken Lay had always maintained an interest in my career as I 
moved from Omaha in 1986, shortly after the merger of Houston Natural Gas (which Ken Lay headed) 
and InterNorth (based in Omaha). The merged companies became known as Enron which was based in 
Houston, Texas, while the company maintained a presence in Omaha. Despite my background in 
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accounting and the linear thinking of calculating numbers, I too have always been a people person 
which is why ultimately I would rise to head Global Human Resources and Community Relations at 
Enron. But in 1996, as the head of operations for Enron’s trading unit, Ken Lay asked me a key question 
which gave me insight into what he believed the impact our traders were having on the culture of the 
rest of the company. I think he was truly concerned but was unable to quantify the impact of that 
changing culture. He knew in my position that I would know how the traders (who were seen as the 
primary source of the company’s revenue) treated other employees (who were seen solely as support 
for the traders). My answer, in retrospect, probably said more about how much the traders had 
subversively changed the culture than I realized at the time. “They are kind of rough but they make a 
lot of money for us.” I said. 

It is important to point out a key fact that few remember, except those of us who had survived the 
merger between Houston Natural Gas and InterNorth, the culture at Enron during its early days, after 
the merger, was horrendous to say the least. The blending of the two cultures was like blending a family 
– it was horribly painful and took years to correct. Ken Lay knew I had been through the painful 
experience of the merger with the rest of the employees and that I had perspective that by 1996, few 
had, since very few employees from Omaha had actually transferred to Houston. The infighting and 
“land-grabbing” that occurred was horrendous and to be honest, it is a wonder that Enron did not fail 
at that time but I believe that speaks to Ken Lay’s leadership qualities and values. He had not only 
successfully merged two companies from different geographic locations, he had successfully financed 
the merger, despite taking on enormous debt, and he had succeeded where 90% of mergers fail – he 
had managed to blend two diverse cultures – each with their own self-interest. Ken Lay was seen as an 
“outsider” or corporate raider – yet the employees of Omaha, including myself, came to trust Ken Lay’s 
ability to create a healthy culture. 

I had watched Ken Lay masterfully heal the culture the way I doubt very few leaders could have, given 
the circumstances. I believed, as I imagine so too did Ken, that if we had survived 1985, we could survive 
anything – we were wrong. The culture was significantly worse than 1985, as the brazen self-interest of 
traders had turned Enron into a company where “power broker” became a double entendre for trading 
megawatts of power and the power most employees believed the traders wielded within the company. 
However, in the end, in August, 2001, more than 3000 employees, only a few of whom remembered 
the cultural pains of the merger in 1985, stood in awe of Ken Lay, giving him a standing ovation, at the 
all-employee meeting following Jeff Skilling’s departure, knowing if anyone could save Enron and repair 
the company’s battered culture – it was Ken Lay. Sadly, the market’s lack of faith in Ken’s ability to turn 
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the company around was really a statement as to the lack of faith in Enron’s employees more than 
anything. 

Ken Lay’s question that day in 1996, my answer, and my inability, without any quantifiable metric, to 
stop the cultural erosion has haunted me since the Enron implosion because ultimately it was the 
aggressiveness of the traders that drove a culture where our dependence upon the revenue generated 
by traders and the aggressive (but not illegal) accounting became essential in meeting our earnings 
projections and driving our stock price. Ultimately, I believe the self-interest and jealousy among 
employees of the personal financial gain of our traders was a destructive force within the culture as 
well and more importantly, the driving force that caused the CFO to feel a sense of entitlement that 
would drive him to enrich himself and commit securities fraud. 

Shortly after that luncheon in 1996, Ken Lay asked me to join the corporate team to help him build and 
strengthen the Enron brand and culture. It was clear to me that Ken wanted Enron to have a culture 
based on the values he espoused. I have learned that values statements, while guidelines, cannot alone 
sustain the performance of a company if the commitment to live those values is not practiced within the 
strategy no matter how lofty the vision and values of the company are. Enron’s stated values were: 

Respect 
We treat others as we would like to be treated ourselves. We do not tolerate abusive or 
disrespectful treatment. Ruthlessness, callousness, and arrogance don’t belong here. 

Integrity 
We work with customers and prospects openly, honestly and sincerely. When we say we will 
do something, we will do it; when we say we cannot or will not do something, then we won’t 
do it. 

Communication 
We have an obligation to communicate. Here, we take the time to talk with one another…and 
to listen. We believe that information is meant to move and that information moves people. 

Excellence 
We are satisfied with nothing less than the very best in everything we do. We will continue to 
raise the bar for everyone. The great fun here will be for all of us to discover just how good we 
can really be. 
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In 1999, I was appointed to Enron’s Executive Committee and was promoted to head of Enron’s Global 
Human Resources. I also co-chaired Enron’s Vision/Values’ Committee with another woman named 
Beth Tilney. In these roles, both Beth and I had concerns about the growing divide between the asset- 
based culture that supported the values of Ken Lay and the trading culture that supported the values of 
Jeff Skilling as it became clear Jeff Skilling was the person that would soon replace Ken Lay as CEO. 
Although Beth and I both voiced our concerns to Ken Lay, we found it hard to quantifiably demonstrate 
the impact the culture was likely to have on Enron’s long-term performance because the external 
metrics, such as the countless accolades by reputable business magazines, positive recommendations by 
Wall Street analysts, a strong credit rating, and Enron’s stock price continued to climb in the 
exuberance of the dot.com era. I’m afraid, without a reliable metric to counterbalance the exuberance, 
we were simply perceived as two women who didn’t care for Jeff Skilling’s management style. Without 
metrics, we faced a losing battle to demonstrate how the very culture that was making enormous 
amounts of money for Enron was also destroying the company’s future. 

Meanwhile, unknown to any of us at Enron, Arthur Andersen asked a little known Stanford professor 
who had developed a game theory model to use his model to identify the risk in their profile of clients. 
Using the same model that he used to predict terrorist attacks for the government he went back to 
Andersen and basically showed them a version of the following chart on Enron. This chart shows that 
in 1997 Enron was at extreme risk of committing securities fraud within the next two years. 
Unfortunately, Arthur Andersen sent this professor on his way telling him they did not want this 
information. (The Scores indicated by the bar graphs below were the result of a game theory model 
developed by that little known professor that utilized public information such as profiles of the board, 
the structure of the compensation system used for insiders and the board, and the structure of the 
management team. The lower the score means the more likelihood securities fraud will be 
committed.) 
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The graph above, when compared to the chart below of the events and accolades, provides us with a 
stark contrast that must be considered. The events and accolades, shown below, made Enron look 
attractive to employees and investors who were unaware of what was predictable – Enron’s future was 
at risk. 

 
1998 1999 2000 2001 

 
 

3rd Year – Enron named 
Fortune Magazine’s Most 
Innovative Company 

4th Year – Enron named 
Fortune Magazine’s Most 
Innovative Company 

5th Year – Enron named 
Fortune Magazine’s Most 
Innovative Company 

6th Year – Enron named 
Fortune Magazine’s Most 
Innovative Company 

 

Total Employees 17,900 Houston’s New baseball 
field named Enron Field 

Earnings per share (EPS) 
increased 69% from 97- 
2000 

Enron ranked 2nd in Quality 
of Management according to 
Fortune 

20% Employees with 
advanced degrees 

 
 
 
 

Enron forms a Vision and 
Values Task Force 

Enron issues 12M shares of 
Common Stock 

 
Trading of broadband 
announced 

Enron breaks ground on 
new corporate 
headquarters 

Corporate Giving is 1% of 
EBIT 

 
Enron hires 6,200 new 
employees 

Raptor’s Off the Balance 
Sheet Partnership is 
created 

Enron ranked 4th in 
Employee Talent according to 
Fortune 
Enron ranked 5th in Quality of 
Products/Service according to 
Fortune 

Enron ranked 7th on Fortune 
500 list 

 

Stock Price 12/31/1998 ‐ Stock Price 12/31/1999 - 
$56.59 $43.57 

Stock Price 12/31/2000 - 
$83.55 

Stock Price 12/31/2001 - 
$0.57 
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Joe Sutton named Vice 

Chair Enron Online is launched 
Enron ranked 18th on list of 
Most Admired Companies 

 
 
 
 

Azurix, Enron’s water 

Nelson Mandela named 
recipient of Enron’s 
Humanitarian Award 

Enron ranked 24th on Best 
Companies to Work For 
according to Fortune 
New Power Company 

Enron ranked 22nd on Best 
Companies to Work For 
according to Fortune Enron 
ranked 29th as Fastest 

subsidiary, is launched. Enron Oil and Gas sold formed/ AOL/ IBM 

Ken Lay brings Michael 
Milken to Management 
Conference 
Blockbuster and Enron 
announce 20 year 
broadband content 
delivery deal 
Enron named Company of 
the Year by Financial Times 
of London 

Growing Companies 
according to Fortune 

Enron ranked 62nd on 
Fortune’s Global 500 list 

 

2/21/01 - Jeff Skilling named 
CEO 

 

Enron terminates deal with 
Blockbuster 

 

 
• 08/14/01 Jeff Skilling resigns as CEO 

 
• 08/28/01 Greg Whalley / Mark Frevert appointed co-Vice-Chairmen 

 
• November Dynegy/Enron agree to merge 

 
• November 28 Agreement dissolves 

 
• Enron files for bankruptcy December 2, 2001 

 
Enron’s consistent ranking among the “Most Admired Companies,” allowed us to continue to attract 
the best and brightest employees, all of whom were extremely talented and certainly responsible for 
Enron’s success. As Enron continued to rise within the external metrics, the internal employee surveys 
demonstrated to us that the enthusiasm for Enron grew as the stock price rose, yet between 2000 and 
late 2001, as the stock price dropped, those employees who felt the company was well managed 
dropped significantly. 

As the culture of Enron began to be divided between traders (who were seen as driving revenue for the 
company) and non-traders (who were seen as draining revenue from the company) resentment grew. 
As the gap between these two factions widened, the two faces of Enron became profound to Beth Tilney 
and I, as the employee survey results began to display the discontent. While compensation 
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remained high for all of Enron’s employees, in part because of stock options, soon no matter what 
employees made – if it wasn’t as much as the traders, jealously caused dissatisfaction with their own 
compensation and ultimately eroded any cohesiveness within the culture. 

As the internal employee survey results below show, the satisfaction of employees rose and fell with 
the stock price which supports the theory of self-interest as the primary motivating factor. 

 

Pulse Survey Results 1996 1999 2000 August 2001 

Stock Price $43.31 $43.57 $83.55 $42.00 

Decisions communicated well 40% 41% 50%  

Feel Free to voice Opinion 29% 29% 55%  

Acts on Suggestions of Employees 28% 45% 52%  

Communication is good 34% 30% 34%  

Challenge Status Quo 37% 42% 47% 47% 

Treated with Respect 58% 69% 73% 60% 

Company is well managed 58% 64% 67% 42% 

Information Believable 59% 59% 74%  

Supervisor Encourages Team 61% 70% 73%  

Overall Paid Fairly 65% 53% 52%  

Satisfied with Pay 62% 52% 53%  

Satisfied with Benefits 68% 81% 82%  

Recommend Enron as place to work 61% 67% 72% 59% 

Employees feel commitment to ENE 44% 61% 65% 64% 

I would invest my money in ENE    60% 

I have talent not utilized   70% 54% 

 
By August 2001, it was apparent after Jeff Skilling’s abrupt resignation that Enron was in for a 
challenge to maintain its reputation. Our external face was severely bruised and we were now taking 
our pulse internally with the “Lay it on the Line” survey to determine whether we were also at risk of 
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2000 vs. 2001 – The extent you think of Enron: 

losing our talent which was essential to our survival. We conducted an internal survey and identified 
where employees had concerns. Those internal results are shown below: 

 
“Lay it on the Line” Survey (Run after Skilling resigned) 

Top five issues of concern to employees (2001) 
 

Drop in Stock Price 60% 

Internal Employee Moral 50% 

PRC (Performance Review Committee) 50% 

External Reputation and image 40% 

Walking the talk of Integrity and Respect 30% 

 

Earlier in 2001, an external survey had been conducted by our Public Relations group that showed how 
the outside world viewed Enron compared to a year earlier. This survey showed that Enron was seen as 
more self-serving and arrogant and less ethical and trustworthy. Enron was no longer the company that 
Ken Lay had built. Below are those results: 

 
 
 
 

 
More Uncertain Less 

Entrepreneurial 28.50% 37.80% 23.70% 

Innovative 38.80% 35.70% 24.60% 

Self Serving 41.90% 38.60% 7.50% 

Ethical 17.00% 45.10% 28.10% 

Trustworthy 14.90% 39.00% 36.90% 

Concerned for Communities 34.50% 44.90% 10.40% 
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While we pursued our efforts to obtain relevant metrics that would lead Ken Lay to a quantifiable 
understanding as to how the culture was shifting, clearly survey results tended to follow the value gained 
from stock options which were available to all employees. To demonstrate my point, little did I know the 
most telling metric may have actually come too late. Below is the comparison of 2000 to 2001 in the 
internal whistle blowing reports prepared by our Internal Audit Department, that neither myself, nor Ken 
Lay, had seen. Although the number of reports is not significant, the dramatic increase in 2001 indicates 
that the apparent tolerance for misdeeds had dropped as precipitously as Enron’s stock and employees 
were beginning to raise red flags to the Chief Controls Officer, Rebecca Carter-Skilling. 
Unfortunately, those reports prepared in the fall of 2001 by internal audit do not appear to have ever 
been shared with either Ken Lay or the board prior to Enron’s implosion. 

 

 
 

Creating a Culture has to be intentional. Using my experience at Enron, the research I have completed 
using 10 years of employee survey results, and my experience of working with other organizations I will 

 

Arrogant 39.10% 32.40% 13.30% 
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demonstrate that Culture and the leadership; not strategy, accounting or processes were to blame for 
Enron’s demise. The goal of every CEO is to create a Value based Risk Aware and Innovative Culture. 

 

A Risk‐Aware Culture is the Fundamental way an Organization 
Deals with Risk 

Enterprise Risk Management has been growing in importance among corporations. According to a 
recent Harvard Business Review article; even though ERM has grown in importance most executives 
feel their companies still have a long way to go in building an effective risk-aware culture. 

The study states that over the past decade, and increasingly since the financial crisis, companies in 
many industries are either instituting ERM processes for the first time or improving existing processes. 
Based on the results from the respondents to the study 42% of companies with 10,000 or more 
employees report that they have a chief risk officer, compared with only 11% three years ago. 

The study goes on to state that companies outside the sectors that typically have best-practice ERM in 
place, but are attempting to move in that direction, point to a further concern: obtaining buy-in from 
line management. The first concern at companies working to build a strong ERM process is to sell the 
program deep into their own organizations. The barriers “are almost always cultural, not technical”. 
Convincing business unit leaders that ERM is relevant to their business can be difficult if the process 
threatens to overcomplicate their jobs or they are not rewarded for doing so. 

Interestingly, Enron in 2000 did have a Chief Risk Officer. Unfortunately he was a figure head and had 
little influence on the organization. His department was considered a department of “no” and most 
traders or deal makers tried to go around he and his organization to get deals done. That behavior was 
allowed by the CEO. Just because an organization has that figure head does not mean they are 
effectively managing their risks. 

Similarly, when Enron wanted to create a more diverse work force they appointed a Diversity officer. 
That did little to encourage business units to do anything about the Diversity of their organizations. 
Likewise, when our Values were introduced to the organization, even though they were driven from 
the very top, the CEO, they did not take hold in all business units largely because all of Upper 
Management failed to model the behaviors identified as Enron’s Values and likewise did not hold 
everyone accountable for modeling those behaviors lower in the organization. 
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At Enron, the thing that was rewarded the most, and all employees knew this, was making deals happen 
that drove revenue and adding value that increased our stock price. That in itself makes total sense but 
when the values of the organization are not also a part of the expected behavior the balance of 
organizations Risk Culture is not maximized. The following case study discusses the elements of 
creating the Enron Culture of Innovation and the weaknesses in those elements causing the companies 
downfall. 

 

Definition of Risk Culture 
 

There are many definitions of Risk Culture out there today. To discuss the impact of Culture and Risk 
Culture on an organization it is important to understand the definition I am using in this paper. This 
definition is not mine in total but taken from a McKinsey discussion paper on Risk Culture. I have added 
a couple of additional points based on my experience. 

Risk Culture is the consistent behavior of employees within the organization that determines the ability 
of the organization to identify, understand and openly discuss and address the organizations current 
and potential risks. It can also be further defined as the imbalance that exists between the Risk 
Appetite of the organization and Risk Controls that are in place to balance that level of Risk Appetite. 

A Strong and Optimal Risk Culture for an organization consists of several elements: 
 

• Clear and well communicated Risk Strategy along with the business strategy Information sharing of the 
good and bad across the organization 

• Escalation of concerns to someone who will do something about it 
• Incentives that encourage people to do the right thing and think about the overall good of the 

organization 
 

Continuous challenging of actions and controls at all levels of the organization A balance exists with driving 
revenue of the firm and the values expectedA Weak Risk Culture…The Elements: 

 

• Poor Communication: A culture where warning signs of both internal and external risks are not 
shared. 

• Unclear tolerance: A culture where the leadership does not communicate a clear risk appetite 
or fails to present a coherent approach or strategy. 

• Lack of Insight: A culture where the organization fails to understand the risks it is running or 
believes that such an understanding is left up to appointed Risk specialists. 
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• Overconfidence: A culture where people believe that their organization is insulated or even 
immune from risk because of its superior position or people. 

• No Challenge: A culture where individuals do not challenge each others’ attitudes, ideas and 
actions. 

• Fear of bad news: A culture where management and employees feel inhibited about passing on 
bad news or learning from past mistakes 

• Indifference: A culture which discourages responding to situations or fosters apathy about the 
outcome. 

• Slow response: A culture where the organization perceives external changes but reacts too 
slowly or is in denial of the impact of change in the environment. 

• Beat the System: A culture where risk appetites are misaligned with the organization’s risk 
profile leaving room for the implementation of inappropriate activities. 

• Balance: A culture where driving revenue is not balanced with expected behaviors 
• Gaming: A culture where individual units take risks or embrace projects which could benefit the 

unit but are not in line with the entire organizations’ risk appetite. 

 
Enron’s Culture as presented to Outside Companies in 2001 

 
I was asked, in early 2001, to present to companies that had contacted Ken Lay, the elements that 
made up the Enron Culture of Innovation. They all wanted to understand how we had created that 
culture. The following is the presentation that I shared with these companies which included American 
Express, Charles Schwab, Cisco Systems and Delphi Automotive, in the spring of 2001 only 9 months 
before Enron was forced to file for bankruptcy. 

The First three slides are an Introduction of What Enron was and How Enron made Money. The rest of 
the presentation starting with the elements that made up the Enron Culture was the meat of the 
presentation and what the other companies wanted to know. 
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With this slide it was clear that Enron had evolved into what appeared to be a very successful company 
with reported Revenues of over $100 Billion and a ranking in the Fortune 500 at number 7. We had over 
20,000 employees and our businesses had evolved from a pipeline company in 1985 to a company with 
mostly new businesses since that time. 
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Enron’s reported Earnings had increased from 1997 to 2000 by 69% and there had been a 350% return 
to shareholders in the 5 years ending in 2000. Fortune Magazine had ranked Enron as the number one 
Innovative Company for 6 years in a row and there was a long list of other accolades. 
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This slide shows the evolution of Enron’s businesses from 1990 to 2000. In 10 years the Gas Pipeline 
Group had become a relatively small part of Enron’s total businesses. Europe and North America were 
our trading operations which became more and more the dominating part of our business. All groups 
had their own cultures which made it difficult to insure that the entire enterprise was on the same 
page. 
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So how had we created the Innovative Culture that existed at Enron? This chart shows the elements 
that made up that culture. I am going to start with our Values and what we believed because these 
were the cornerstones of our culture. The other elements of our culture supported the cornerstones of 
our Values and what we believed. Our ultimate mission was to be an Innovative company that stood for 
Open and Free Markets in the Industries where we were involved. 
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Our Values and What we Believed 
 

Enron’s Values were authored by Ken Lay and many venues were used to insure employees knew what 
they were and what they meant in terms of behavior. Employees received cards stating the values and 
what we believed, a Vision and Values Task Force was formed in conjunction with rolling out the Values 
with representation from all Operating groups. This Task Force was responsible for identifying 
opportunities to insure employees knew what the Values meant and to identify where the Values were 
not being modeled. I have heard some people say that if you have to tell people how they are expected 
to behave you have a problem. I think that is not totally true. Employees come to work with many 
different experiences. 

Making it clear how they are to do business within the Corporation is critical for a consistent culture to 
emerge. 

Areas of Focus included: 
• Be included in the 100 Best Companies to Work for. 
• Identify the areas of the culture where we needed to work based on employee surveys. Launching Hello 

Enron which was an Internet based conversation with upper management about our Values. 
• Presentation each year of a Chairman’s Award which recognized the employee that emulated our values 

better than anyone else. 
• Formed a Separate Diversity effort as this was an area we needed much work. Developed a Leadership 

program for the Leader of our company to insure each had appropriate Leadership Skills to drive our 
business and culture. 

 
Again, Enron’s Values were: 

 
Respect 

 
We treat others as we would like to be treated ourselves. We do not tolerate abusive or 
disrespectful treatment. Ruthlessness, callousness and arrogance don’t belong here. 

Integrity 
 

We work with customers and prospects openly, honestly and sincerely. When we say we will do 
something, we do it; when we say we cannot or will not do something, then we won’t do it. 

Communication 
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We have an obligation to communicate. Here, we take the time to talk with one another…and to 
listen. We believe that information is meant to move and that information moves people. 

Excellence 
 

We are satisfied with nothing less than the very best in everything we do. We will continue to raise 
the bar for everyone. The great fun here will be for all of us to discover just how good we can really 
be. 

 

What we Believed 
 

This statement reflects the beliefs Ken Lay wanted to permeate Enron and to be what we stood for: 
 

We begin with a fundamental belief in the inherent wisdom of Open Markets. We are convinced that 
consumer choice and competition lead to lower prices and Innovation. 

Enron is a laboratory for Innovation. That’s why we employ the best and the brightest people. 
 

We encourage people to make a difference by creating an environment where everyone is allowed 
to achieve their full potential and where everyone has a stake in the outcome. We think this 
entrepreneurial approach stimulates creativity. 

Here we value Diversity. It’s only by being able to recruit from a diverse pool of talent that we’ll be 
able to maintain a truly outstanding workforce. 

Our success is measured by the success of our Customers. We are committed to meeting their needs 
with solutions that offer them a competitive advantage. 

In everything we do, we operate safely and with concern for the Environment. What we do here can 
change people’s lives in significant Ways. 

Everything we do is about change. Change a goal. Change a habit. Change a mind. Together we’re 
creating the leading company in the world. 

 

Structure 
 

Structure was an interesting discussion and one that was not without controversy with the companies I 
talked to. Enron’s structure was similar to organized chaos. Not much structure existed because 
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management felt that too much structure was an inhibitor to innovation. We boasted that we had a 
Central order without Central Planning. In other words as we made plans each business unit had their 
own planning process that was ultimately brought together at Corporate by accounting. The business 
units were really very independent in their business development. 

We had a very Flat organization. Few groups existed at Corporate. The business Units prevailed. We 
believed that we had an informal organization which meant that anyone could talk to anyone. If you 
felt compelled you could go to the 50th floor and have a discussion with one of the officers. 

We encouraged every group to have more of an open seating environment like the traders. 
Management in most cases sat on the floor with their employees and not behind an office wall. This 
structure was encouraged because we believed that it encouraged open communication. 

Finally, we had a companywide saying….”Sell Don’t Tell”. This saying meant that everyone was 
encouraged to sell their ideas and not dictate them to others. The belief was that in that environment 
selling others on your ideas encouraged everyone to understand why we did the things we did and the 
best ideas were vetted by many people so the very best ideas bubbled up. 

 

Style 
 

The style of the Enron organization was to set Lofty and sometime unreasonable goals. This was 
something that was driven by the top of the organization as depicted by the Vision evolution later in 
this paper. 

There were things that we considered tightly controlled. These included Risk Management, Financial 
Acumen, Legal obligations and our Performance Review Process. I am not sure all employees would 
have agreed with this as the groups in these functions sometimes felt like they were being beat up if 
they had a concern about a risk or a legal issues etc. I do believe that with the strong personalities 
that existed in the Business units the people running these tightly controlled areas were reluctant to 
always stand up when “No” would have been the best answer. 

We felt we had a loose style when it came to the Business Unit Strategy because they were able to 
determine their strategy at the business unit level and bubble it up to corporate. The work 
environment was considered loose because of flexible work schedules, nonexistent dress codes and 
open floor designs. The organization was considered loose since it changed as needed and was really 
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never set in stone. Finally the movement of talent across the organization became more loose or fluid 
as we developed new businesses. 

 

Executive Leadership Abilities 
 

Unfortunately there were many Leaders that had been promoted that really did not know how to 
effectively lead their organization. They were successful in their technical field and the way they were 
rewarded was a promotion into management. Therefore, we launched a Leadership Program to train 
those leaders to more effectively coach their employees. The approach in many cases was to let 
people just figure it out on their own because after all……they had had to do that when they came to 
Enron. In addition, the performance management process did not reward leadership ability as much as 
it did the contribution to Enron’s bottom line. Therefore, many leaders didn’t see the value in learning 
to lead their organization. They were not rewarded for it. 

The Executive Impact and Influence for all VP’s was required. This program consisted of 360 degree 
feedback from their superior, peers, and the people they managed. It was a two day classroom and 
individual coaching based on the feedback they had received. In addition, there was a follow up 
session with a coach within 6 months to insure effective leadership skills had been acquired and were 
being practiced. In addition, the Leadership abilities of VP, Managers and Directors were discussed at 
Performance Review Committee Meetings and feedback given to the Leader. 

 

External Perception 
 

Our belief was that the External Perception of Enron was an element that impacted our Culture. We 
took pride that we dominated the energy markets. We were the largest marketer of Power and Gas in 
the world and appeared to be successful financially. 

Being a Good Corporate Citizen was important to our Culture. 1% of IBIT was given back to the 
community. We practiced an employee driven philanthropy approach and were known as one of the 
most supportive corporations of United Way. We had every executive on a board of a nonprofit and 
their employees participated. Volunteerism was encouraged and recognized. 

We were socially responsible and took great pride and effort to preserve the environment, be 
supportive of Human Rights, sensitive to Labor Issues and focused on Corporate Governance. 

Enron: An Inside Look at the Collapse of a Culture by Cindy Olson • Page 32 of 53 

This work is licensed under the Creative Commons Attribution-NonCommercial- 
NoDerivatives 4.0 International License. To view a copy of this license, visit 
http://creativecommons.org/licenses/by-nc-nd/4.0/. 

 

http://creativecommons.org/licenses/by-nc-nd/4.0/


A focus of the Public Relations department was to get as many articles or earned media talking about 
Enron and its capabilities. Ken Lay and Jeff Skilling were featured on the cover of many publications 
including Fortune, Forbes and Newsweek. All these publication featured the new businesses we were 
developing or the market advantage we had developed. 

Enron became the darling of Wall Street for Investors, Customers wanted to do business with us, 
Suppliers wanted our business and we became a desired place to work nationally and internationally. 

 

Development of Employee Ideas 
 

The Culture that was created at Enron encouraged “out of the box” thinking but we felt like there were 
ideas that were not getting the attention or bubbled up to a level that they could be developed. There 
was really no formal process to develop ideas so in 2000 we launched a formal process for Idea 
Development called the “Xcelerator”. 

The concept behind the “Xcelerator” was that ideas would come into the group and the top 6 ideas 
based on a set of criteria were funded and resources made available to develop those ideas. The 
process was actually set up as a separate company run by Lou Pai. The idea would be that this 
company would be the incubator for new businesses within Enron. The company would leverage 
Enron’s market insight and would have direct access to ideas and the deal flow process within the 
company. Of course it could also take advantage of the deep talent pool in the company and draw 
from resources already at Enron if the idea was a good one. Access to capital and expertise in portfolio 
management was also made available for these ideas that were chosen for business development. 

Management wanted the “Xcelerator” to have an entrepreneurial feel but a disciplined and rigorous 
approach to business development. It was to operate much like a startup in attitude and look and feel. 
In retrospect this special group did nothing to really drive our innovative culture. It turns out it was just 
a place to “park” Lou Pai. 

 

Making It “Easier” for the Best to Work at Enron 
 

Employee benefits were regarded as tools to attract and retain the best talent in the world. Our 
compensation system was one leg of the benefit stool which I will describe later but we also felt that to 
attract talent and make it easier for that talent to work at Enron we provided benefits that did just that. 
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Like most companies Casual Dress started on Fridays only but became a norm for many of the Enron 
groups. The trading floor for example was always casual. We provided a state of the art work out 
facility that was in the building and it was utilized by many employees as a place to work out but also as 
a place to begin a run and then shower before they went to work. 

The cafeteria in the building provided heart healthy meal choices and also would take orders for 
employees that wanted to take a meal home with them rather than cook or stop for fast food on their 
way home. Many employees were bringing Starbucks coffee into the building so we actually brought 
Starbucks to them and allowed them to get their caffeine fix any time during the day by stopping by the 
area in the lobby where Starbucks was served. 

We provided employees in the building a Doctor’s office so they did not have to leave the building if 
they were not feeling well. A post office was also provided so employees could mail their packages 
without leaving the building. A concierge was on call to provide employees with someone to run 
errands for them allowing them to stay at work rather than pick up their dry cleaning or waiting for a 
repair man at their home. Finally, we launched a partnership with Dell to give every employee a 
computer they could use at home. 

Finally, we used our community relations activities to team build within the company. It was common 
for a group of Enron employees to be out building a house or biking across Texas for a charity with 
their boss. 

 

Meritocracy System at Enron 
 

There were two distinct components of the Meritocracy System present at Enron. The Performance 
Review Committee process or PRC and the Compensation structure we used and the strong link it had 
to the results of the Performance Review Process. 

Our performance management process was one of the most controversial areas of the culture creation. 
On one hand it made total sense to determine an employee’s performance based on their contribution 
to the company and not tenure. It also made sense that performance management could not always 
be consistently applied across functions because of different managerial styles. So, our ranking process 
was an attempt to level the performance across like functions. Primarily we separated the groups by 
Commercial and Non Commercial. The Commercial performance review process focused on value of 
the deals that an employee brought to the table and closed during a particular 
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time period. The Non Commercial functions were the “back office” functions such as Accounting, 
Contract Administration and Risk Management. 

Both PRC processes were conducted in a similar manner. The employee’s supervisor sent out feedback 
forms to an employee’s peers and subordinates to determine a 360 degree performance analysis. This 
feedback form asked a number of questions about teamwork, values, work ethic etc. The supervisor 
then consolidated the feedback into a performance ranking of his or her subordinates and went into the 
Performance Review Committee meetings prepared to talk about the employee’s accomplishments and 
overall feedback and ranking recommendation. The ranking was from 1 to 5. Once the supervisors 
placed their people “on the table” in the appropriate ranking category there was a group discussion 
about the relative ranking of all groups. This required for each supervisor to defend their placement of 
the employee in the appropriate ranking group. This process was conducted two times per year and 
required a lot of work on the part of the supervisors. I will discuss the short falls of this process when I 
review all the elements of our culture. 

The compensation structure was tightly linked to the PRC results. In other words the employees that 
were ranked at the “top of the table” received a higher bonus and stock option grant that those 
employees at the “bottom of the table”. Our overall compensation structure was targeted to pay 
employees an average 75% of compensation recommendations per Towers Perrin. The traders 
however, were much higher and in some cases in the 150% or more categories. Regardless, the 
compensation for Managers, Directors, VP’s, Managing Directors and Executives included a base salary, 
bonus and stock option grant. The bonus and stock option grants were dependent on the company 
achieving their objectives, the group the employee was in achieving its objectives and the performance 
ranking of the individual. 

 

Internal Open Market for Talent 
 

Enron was not unique with its job posting process. Many companies had opportunities posted that 
employees could apply for internally. What made Enron unique was the Redeployment process that we 
developed when we started creating new businesses like Broadband and Retail. Supervisors were 
reluctant to let their good people leave their group because they wanted to keep them obviously 
because they had trained them. When we launched Broadband and our stock went up $15 in one day 
due to the launch of this new business unit it was clear that the stock value contributed by Broadband 
needed talent that was currently working in other businesses units within Enron. 
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As a way to move talent from the existing groups into broadband we held employee meetings where 
the broadband executives had to present their business plan which allowed employees to determine if 
they were interested in moving to that new business. We got buy in from all business unit heads that if 
an employee decided they wanted to move to that new business they had to allow the transfer. We 
redeployed 80 people into broadband with the launch of our new process. As we had business units 
wind down and there was a need to lay off employees we offered a redeployment process to those 
employees laid off which allowed them to interview for other jobs internally. HR facilitated the process 
and redeployed over 500 employees in 2001. 

HR also created in our systems an online resume process for employees to update so talent internally 
could be searched through our people database. Employees were incentivized to keep this updated so 
they could possibly qualify for jobs that required special talents such as knowledge and proficiency in 
certain languages. 
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experiences and thought processes. The following shows the break out of the new hires we brought 
into Enron in 2000. 

Diversity of Talent 
 

Ken Lay believed that with a diverse workforce Enron would become a much more innovative company. 
He truly believed that Diversity created Innovation and Innovation created Shareholder Value. The way 
that we defined diversity was not just based on gender or race. We defined Diversity as different 
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Evolution of Enron’s Vision 
 

 

“Set Unreasonable Expectations” 
–Gary Hamel 

 
Ken Lay worked with Gary Hamel to refine our Vision as we evolved our business Model. Setting 
unreasonable expectations was like a Mantra for the company and it started at the top. The following 
chart shows the evolution of Enron’s vision from its birth in 1985 as a Pipeline Company to 2000 where 
the Vision was to become the World’s leading Company. The discussion that took place to determine 
that vision in 2000 had an interesting contrast. Jeff Skilling and the executives that were in the trading 
environment wanted our vision to be “The Coolest Company on the Planet”……sounds like a vision that 
Facebook or Google would have today. 
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An Analysis of What Went Wrong With the Culture at Enron 
 

In analyzing what went wrong at Enron I am using survey results from an external survey we utilized in 
early 2001 with outside customers and suppliers. In addition, I have included a chart that compares the 
employee survey results in 2000 compared to the “Lay it on the Line” survey given to employees in 
September 2001 shortly after Jeff Skilling left the company. 

 
External Perception 

 
From an external standpoint, there were 7 qualities that outside customers and suppliers were asked to 
comment on comparing their perception of Enron from 2000 to 2001. These constituents were ask to 
compare to what extent they associated certain qualities of Enron comparing 2000 to 2001. 

Entrepreneurial: 28.5% of the participants indicated that Enron was more Entrepreneurial in 2001 
than in 2000. 37.8% of the participants indicated that they were uncertain if Enron was more or less 
Entrepreneurial in 2001 than in 2000. Finally 23.7% of the respondents indicated that Enron was less 
Entrepreneurial in 2001 than in 2000. 

Innovative: 30.8% of the respondents indicated that Enron was more Innovative in 2001 than in 2000. 
35.7% of the respondents indicated they were uncertain whether Enron was more or less Innovative in 
2001 compared to 2000. 24.8% of the respondents indicated that Enron was less Innovative in 2001 
than in 2000. (This was essentially the same distribution as the responses for Entrepreneurial). 

The feedback, per the survey results, indicates that there was really no change in Enron’s Innovation 
from 2000 to 2001. 

 
Self‐Serving: 41% of the respondents indicated that Enron was more self-serving in 2001 than in 2000. 
38% of the respondents indicated they were uncertain whether Enron was more or less self-serving in 
2001 than in 2000. Only 7.5% of the respondents responded that Enron was less self-serving in 2001 
than in 2000. 

The feedback, per the survey results, indicates that Enron was perceived externally as more Self 
Serving in 2001 than in 2000. 

 
Ethical: 17% of the respondents indicated that Enron was more ethical in 2001 than in 2000. 45.1% of 
the respondents indicated they were uncertain whether Enron was more or less ethical in 2001 
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compared to 2000. 28.1% of the respondents indicated that Enron was less ethical in 2001 than in 
2000. 

The feedback per the survey results indicates that Enron was perceived externally as less ethical in 
2001 than in 2000. 

 
Trustworthy: 14.9% of the respondents indicated that Enron was more trustworthy in 2001 than in 
2000. 39% of the respondents were uncertain whether Enron was more or less ethical in 2001 
compared to 2000. 36.9% of the respondents indicated that Enron was less trustworthy in 2001 than 
in 2000. 

The feedback per the survey results indicates that Enron was perceived externally as less trustworthy 
in 2001 than in 2000. 

 
Concerned for communities: 34.5% of the respondents indicated that Enron was more concerned 
with communities in 2001 than in 2000. 44.9% of the respondents indicated that they were not 
certain whether Enron was more or less concerned with communities in 2001 than in 2000. 10.3% of 
the respondents indicated that Enron was less concerned with communities in 2000 than in 2001.The 
feedback, per the survey results, indicates that Enron was perceived externally as more concerned for 
communities in 2001 than in 2000 

 
 

Arrogant: 39.1% of the respondents indicated that Enron was more arrogant in 2001 than in 2000. 
32.4% of the respondents indicated that they were not certain whether Enron was more or less 
arrogant in 2001 than in 2000. 13.3% of the respondents indicated that Enron was less arrogant in 
2001 than in 2000.The feedback, per the survey results, indicates that Enron was perceived 
externally as more arrogant in 2001 than in 2000. 

 

Enron’s External perception was changing. The company had become more Self-Serving, Less Ethical, 
Less Trustworthy and More Arrogant. The Community efforts that my group led were the only thing 
that had improved in our External perception from 2000 to 2001. In looking at the Risk Culture Issues 
presented at the beginning of this paper I believe that “Overconfidence” was a major contributor to 
the change in perception. As we became the major player in the market and the city our 
Overconfidence let to “Arrogance” and a “Self-Serving” approach with outside parties. The 
Trustworthiness and Ethical behavior I believe came from the attitude with our customers that Enron 
was the biggest and the best and they had to do business with us no matter what. 
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When this information was brought to management’s attention there was little attention to the 
results and they were considered irrelevant because of our position of dominance in the markets and 
the accolades Enron was receiving in the media and the analysts. In other words the risk was ignored 
and rationalized away by arrogance. 

 
Internal Issues with some of the Attributes of Enron’s Culture 

 
After Jeff Skilling resigned, in August 2001, Ken Lay held an “all employee” meeting. At this meeting Ken 
received a standing ovation when he stepped on the stage. It was clear the employees were glad to see 
him back as CEO. Many of them had seen Ken transform the company from 1986 until now and had 
trust he could save the company now. Ken, at that employee meeting even told the crowd that we 
needed to get back to our Values. My group conducted an employee survey right after this employee 
meeting because of all the employees that came forward with issues in the company. Ken asked that 
they send me their concerns in writing and I would work on them…….It was like the flood gates had been 
opened…..so many employees had so many issues that they had not brought to management. It was 
after that meeting that Sherron Watkins, known now as the Enron Whistleblower, brought to me her 
now infamous letter about Enron imploding in accounting scandal. We decided we needed to really 
understand what our priorities were before we jumped in to address the many concerns, so we held an 
on line employee survey to determine that. 

The Top 5 issues identified by the survey were: 
 

• Stock Price 
• Internal Employee Morale 
• PRC 
• External Reputation and Image 
• Walking the Talk of Integrity and Respect (our values) 

Stock Price: We had done a great job of getting all employees to focus on the stock price. It was 
strategic in that we felt if everyone took ownership in it they would work hard to do the things that 
brought value to the company. We had done such a great job that when the stock price started to slide 
in March of 2001 many employees became obsessed with that slide and not what could be done to fix 
it. Obviously with the compensation structure so tied to stock price it was an issue as well. Employees 
saw their compensation going down. 
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Internal Employee Morale: The stock price decline had a lot to do with the employee morale. With 
employees seeing their net worth and their overall compensation in decline many problems that 
employees had “lived with” suddenly came out in the open because they were unhappy about what 
they were now worth and being paid. 

PRC: The performance Management process had always been a point of contention with employees 
but in the summer of 2001 it was used to lay off employees in the new businesses that were not 
performing as expected. Once you use the process as a tool for whom to lay off, then it becomes a 
problem. This is especially bad when supervisors who had not been bought into the process 
completely were the ones to deliver the bad news to employees who were to be laid off. They blamed 
it on the performance management process. It would have been better to not do a PRC and just lay off 
people based on the need to lay people off and not their performance. 

External Reputation and Image: Employees had been proud of our external reputation but as the 
external reputation changed and we became arrogant and not trustworthy many employees felt this 
was a huge problem. 

“Walking the Talk” of Integrity and Respect: What this pointed out is that not everyone lived our 
Values. Many executives talked about the values but did not live by them. The traders were notorious 
for yelling at support staff. Jeff Skilling had cursed at an analyst in a phone conference that everyone 
heard. There were numerous affairs among the Executive team. It was hard to hold employees 
accountable for living the values when upper management was not being held accountable. 

Additionally there were several other issues that were problems. California was blowing up and the 
deregulation that we had introduced there had become a huge issue for us. Our power project in 
Dabhol was also experiencing issues and was making headlines. I believe that those business issues 
could have been overcome had we not had other culture issues that were a huge problem. 

General Management Ability and Executive Leadership Ability were cited as a problem by nearly 30% of 
the employees and the need to balance work and personal life was also voiced as an issue. 

In addition to identifying the Top Issues we asked Employees to tell us the extent that they agreed with a 
number of statements. It was clear from this exercise that employees still viewed Enron as a company 
they would invest their money in and were committed to staying at Enron and recommending Enron to 
others as a place to work. 
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The following is a Chart Showing the Results: 
 

 
 

From these results it was clear that fewer employees felt like they were treated with respect than in 
2000 and employees did not think that Executive Management or their immediate supervisor had a 
clear understanding where Enron was going and how to get there. Finally we found it shocking that 
many employees felt like they had talents and skills not being utilized or that Enron encouraged 
people to take risks. 

It was clear from these survey results that we had a lot of work to do with respect to the culture 
elements that I have identified previously. A plan was developed to address all of these concerns but it 
was too late. Enron was on a course for destruction that could not be stopped 
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What was learned at Enron that could help other Companies? 
 

I still believe that the elements presented in 2001 were, and are today, the important elements in 
creating a productive, risk aware, value driven, sustainable culture. The following identifies the issues 
that should be considered within each element of the culture equation as presented earlier. 

Values 
 

Every company needs a set of Values to guide its employees in how they should behave. It is critical 
however, to insure that the values are reinforced by the performance management process and that 
Executives model the behavior established by the Values. In the case of Enron Ken Lay authored the 
values and put in place a task force to drive those values in the organization. The Performance 
Management process did not reinforce the values and executive management was rated based on 
their financial contribution to the organization. 

Values might have been discussed but their compensation was not affected if they did not live those 
values. Andy Fastow would not have been at Enron had that been the case. 

Style 
 

Every company has its own unique style, however, if the style includes having a looser culture; then 
the controls and the risk identification process needs to occur constantly and with much vigor. Free 
thinking and innovation requires this loose style however, the downfall is to not carry through with a 
rigorous risk management culture as well. Even though Jeff Skilling liked to talk about our Culture as 
Loose but Tight the tight part of the culture was never really there. Risk Management was its own 
department which was good but the department did not carry the respect of either Jeff or the Deal 
makers/Traders. Therefore, Risk Management was not seen as the job of all employees and the 
people who had those jobs were not allowed to do an effective job. 

Structure 
 

I do believe that a “Sell don’t tell structure” is by far the best when you are trying to create a company 
that promotes innovation, however, there are certain things that need to be understood with no 
tolerance for any deviation. That is the risk identification process and employee’s ability and 
responsibility to challenge the status quo when necessary. As an Innovative company our organization 
structure was fluid. We did a lot of things right in terms of handling that change but the things Enron 
did not do well is push the Culture and the Risk Awareness down in the organization. The issue was 
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that when someone did bring up issues in a lot of cases they were seen as roadblocks. Personally, a lot 
of my friends in Accounting were very concerned with some of the accounting practices. I believe that 
we didn’t do anything from an accounting standpoint that other companies didn’t do as well. It would 
have been much better to discuss the issues that the accounting groups had and get buy in by them to 
the accounting that was being used in all business units. 

Executive Leadership Abilities 
 

Those employees who are promoted into leadership positions should be there because of their ability 
to lead and not strictly based on their technical knowledge. A separate and well compensated 
technical track needs to be established to reward those employees who are outstanding technically in 
their fields. The leadership skill is as important in a leader as the technical skill is for certain job 
functions. Enron did not do a good job of training Leaders and promoting the people that were good 
leaders. Primarily this was the case because for example when a trader was very very good the only 
way for a promotion was the leadership track. The skill of trading was one that didn’t require strong 
leadership skills. Many of them were good individually and did not require a team to be successful. 

External Perception 
 

A company’s External perception should be part of the risk identification process. At Enron, we ignored 
the external noise because of our dominance in the market and our arrogance that we were better than 
anyone else in our space. It should be understood that the external risks are as powerful as the internal 
risks. In the case of Enron, the Tech bubble burst in early 2001. Our new business unit EBS was 
dependent on this Tech space to be strong. Then, 9/11 rocked the financial markets and that too had a 
large impact on our stock price. 

Finally, we had become so arrogant that many customers, suppliers and our peers wanted to see 
Enron the arrogant giant fall. When we were in trouble there was really no one there to help us. We 
also had not totally understood the risk of that dominant position in the market and the external risk 
of something like a 9/11 or in the current day a financial recession could had on the company’s 
sustainability. 

Internal Market for Talent 
 

This is an area I feel Enron did an outstanding job and I don’t believe that there were problems with 
the way we handled the movement of talent. It was only when we had to lay off employees that we 
made a huge mistake by using the performance management process to do that. I understand the 
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argument that a process that force ranks its employees is a convenient way and in a lot of cases identify 
the poor performers however, if I had it to do over again I would have used a separate process that 
allowed employees to understand that they were being laid off because the business was suffering. 
Enron made it worse because our redeployment policies strictly prohibited us to redeploy employees 
that had been ranked at the bottom of the ranking, therefore they were told they were not only being 
laid off but were not eligible for redeployment to another group that might have been able to use their 
skills. 

Meritocracy 
 

Every company must have a solid performance management process and the things that an employee 
is graded on should be understood. At Enron, the results were important and what drove the high 
performers. That performance driven process should have been balanced with long term results that 
were good for the entire company and not based on short term deals that were good for a particular 
business unit. When we revamped the compensation structure for executives and granted many more 
stock options that vested immediately there was tremendous incentive for everyone to make deals that 
impacted our stock price in the short term without a long term look at the impact of those deals to the 
company or other business units. We thought we were doing a great thing by granting options so we 
could attract and retain the kind of Wall Street talent we needed to continue to build our trading 
business, however, we did not even consider the risk of what those options and their vesting had on 
the long term sustainability of Enron. 

Development of Employee Ideas 
 

As good as I believed our employee idea pipeline was I think the survey results in late 2001 showed that 
in fact we still had not harnessed all the employee’s talents. This should have been a question we 
asked at each performance review and acted on when an employee believed their skill sets were not 
being fully utilized. I believe this goes back to our lack of Leadership talent in all departments. I believe 
that good leaders ask their employees for feedback continually. This keeps employees motivated and 
they truly feel they are being listened to and are adding the kind of value they believe they can. When 
employees are not listened to then they are not as effective and productive. 

Making it Easier for the Best to Work Here 
 

This is an area that I think Enron excelled. There is probably not a company out there even today that 
has done a better job. The only thing I believe we could have done better is to have encouraged 
employees to have a life outside of work which I believe could have made them even more effective 

Enron: An Inside Look at the Collapse of a Culture by Cindy Olson • Page 46 of 53 

This work is licensed under the Creative Commons Attribution-NonCommercial- 
NoDerivatives 4.0 International License. To view a copy of this license, visit 
http://creativecommons.org/licenses/by-nc-nd/4.0/. 

 

http://creativecommons.org/licenses/by-nc-nd/4.0/


and happier. When we decided to give our employees a computer at home I have to admit we thought 
that employees would use it to check work email and even do work at home making them more 
effective and productive. In retrospect I know we pushed employees to the limit. The ranking process, 
the constant recruiting of new talent and the things we did to keep employees at the building or 
working at home all contributed to a culture of burn out. I believe that a company can balance this and 
most likely get even more productivity out of their employees without the long hours and burnout. 

Diversity of Talent 
 

This is another area that I think Enron did a good job …..We defined diversity as not just race or 
ethnicity but diversity in thought and back grounds. This was a much more robust definition of 
Diversity than most companies used. I do believe we did have the best and brightest and most diverse 
work force in Houston at the time. I think any organization that truly wants to be innovative and 
sustainable has to employee people with diverse backgrounds and thought processes. Then the 
company must encourage team work and utilizing those diverse backgrounds. Any company that 
defines Diversity simply by race or ethnicity is causing the organization to just comply. What the 
company wants is an organization that buys into the value of this kind of diversity….It’s not 
compliance, its part of the fabric of the culture. 

The Culture of a company impacts every aspect of that company. How employees behave directly 
impacts how businesses are developed, risks are analyzed and how externally the company is viewed 
from the outside. It is not enough to just state how employees are supposed to behave through having 
a written set of values……that behavior has to be modeled by everyone in the organization for 
employees to believe it. Performance Management has to include the behavior aspect of an 
employee’s performance and it must have an impact on compensation. 

Currently there are many risk management practices that address business risk, accounting risk, 
reporting risk and to some extent the risk from certain levels of compensation and compensation 
structure. No one has identified what the culture risk is to an organization. In the Harvard Business 
Review article sponsored by Zurich it states the most important aspect to Risk Management is not 
Technical it is the Culture. 
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The following elements are important in creating a Risk ‐Aware Culture in the 
organization: 

 
• Existence of a written Vision and the clear communication of that vision is important so 

employees know where the company is going. This Vision needs to include the Risk Appetite of 
the company so all employees understand what the risk philosophy of the organization is. This 
is as important as the vision itself. The vision should also motivate employees and be lofty 
enough to stretch the organization. 

• Existence of a written set of Values is critical to lay out how employees are to behave. 
 

• That behavior needs to include identification of and action taken on Risks to the organization. 
The role modeling of those values by the executives of the company must also occur or the 
employees will get mixed messages. Also, the inclusion of these values in performance reviews 
is critical. If an employee does not live the values of the corporation, but makes money for the 
company, a hard decision needs to be made. The employee cannot stay in the organization if 
they do not live the values laid out by that organization. 

• Promotion of leaders should be based on their leadership ability in addition to their technical 
skills. Many leaders at Enron were the strongest technical people in their fields or the best 
traders but had little leadership training. We never really addressed the Technical versus 
Management track for employees as well as we should have. 

• Noise is good. There has to be open communication about the risks and issues in a company. 
Bad news cannot be ignored and employees who voice concerns should be listened to. Many 
times it might appear that an employee is a roadblock but a critical look needs to be made to 
insure that the concern is either addressed or determined not to be a threat. 

• When a company reaches a dominant position insure that everyone understands that it could 
end tomorrow and a rigorous understanding of how the company got there is important. Also, 
an evaluation and understanding of external risks that could occur is critical. In the case of 
Enron, we did not consider the external risks of the Tech bubble bursting in 2000 or 9/11 in 
2001. Both had significant impact on our ability to survive. 

• Compensation structures should reinforce the Values and also promote long term value 
creation for the company. Short term Compensation structures such as options that vest 

Enron: An Inside Look at the Collapse of a Culture by Cindy Olson • Page 48 of 53 

This work is licensed under the Creative Commons Attribution-NonCommercial- 
NoDerivatives 4.0 International License. To view a copy of this license, visit 
http://creativecommons.org/licenses/by-nc-nd/4.0/. 

 

http://creativecommons.org/licenses/by-nc-nd/4.0/


immediately are dangerous and encourage employees to “do the deal” without a look at the 
long term impact to the company. 

• The performance management process reinforces desired behaviors and should be linked 
tightly to the compensation. When using that process to lay off employees when a business 
fails is a dangerous proposition that will impact the way employees view the performance 
management process. I believe that for anything to be considered important to the 
organization there has to be buy-in at the business unit level and it must be reinforced by a 
performance review process that links the desired behavior to compensation. 

 

Summary 
 

Understanding and managing the culture is important for every corporation. The ability for a 
corporation to identify the potential risks to their company, and address them, is imperative for not 
only their survival but for the company to maximize its value. A company must create a Risk-Aware and 
Values Driven Culture to be able to do this effectively. Identifying and putting in place a CRO is not the 
only step a company must take to effectively manage their risks. 

Every corporation should understand this point. You hired your employees so let them help make your 
company great. The number one rule to understanding if your culture is at risk is Listening to your 
employees. Do not discount their opinions as just noise! 

In the two appendixes’s that follow it is clear that corporations do, in fact, recognize that there is a gap 
between the importance of creating a risk-aware culture in their organization and the actual ability of 
their organization to be able to do that. It is my hope that our experience can help companies eliminate 
that gap. 

From my nearly 25 years of experience at Enron, and in the last eight years of research, I have laid out 
the elements that are critical for the creation of that Risk-Aware Values Driven Culture. Here at 
Integrity Resource Center we have developed an assessment tool that focuses on “7 Drivers of 
Culture.” 

This tool will uncover the deficiencies in the culture of any organization so that we can help develop a 
tactical plan for building a high performing ethical organization. If you would like to assure that your 
organization is not an Enron in the making contact us about our “7 Drivers” Assessment at 
913.782.9333 or by email at Cindy@integrityresource.org. 
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Appendix 1 
 

Results of the Harvard Business Review Study and the Importance of Creating a Risk-Aware Culture: 

 
Top Six Risk Management Capabilities 

 
Questions: Please rate the importance of each of the following capabilities to the success of risk 
management activities in your organization. Please rate how well your organization is performing with 
regard to these same risk management capabilities. 

 
0% 5% 10% 15% 20% 25% 30% 35% 

 
 

Link risk information to strategic decision making 
 
 

Embed a risk-aware culture at all levels 
 
 

Embed risk management practices / 
responsibilities into strategy and operations 

 
 

Ensure all decisions within risk tolerances 
 
 

Drive risk mitigation activities 
 
 

Proactively identify current / emerging risks 
 
 

Importance CRO Performance No identifiable RM head performance Other C-level performance 

34% 
16% 

9% 
20% 

34% 

7% 
15% 

15% 

30% 

8% 
15% 

16% 

28% 

7% 
13% 

15% 

28% 

6% 
15% 

13% 

28% 

6% 
11% 

13% 
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Appendix 2 
 

The Harvard Business School Study identified the gap between the importance of risk management 
activities in companies versus what is currently being performed: 

 
The Gap Between Risk Management Activities: Importance vs. Performance 

 
Questions: Please rate the importance of each of the following capabilities to the success of risk management 
activities in your organization. Please rate how well your organization is performing with regard to these same 
risk management capabilities. 

 
0% 5% 10% 15% 20% 25% 30% 35% 

 

Link risk information to 
strategic decision making 

Embed a risk-aware culture at all levels 

Embed risk management practices / 
responsibilities into strategy and operations 

Ensure all decisions within risk tolerances 

Drive risk mitigation activities 
 

Proactively identify 
current / emerging risks 

 
Regularly analyze / report on risk data 

 
Aggregate risk types for a full risk picture 

 
Identify / assess risks 

within / outside organization 

Leverage enterprise risk management 
for competitive advantage 

 
 

11% 

 
12% 

 
11% 

 
10% 

 
10% 

 
11% 

 
8% 

 
8% 

 
8% 

14%  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
18% 

 
17% 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

21% 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

25% 

 
 
 
 
 
 
 

 
28% 

 
28% 

 
28% 

 
 
 
 
 
 
30% 

 
34% 

 
34% 

 
Performance Importance 

 

This extends to all of the six risk management capabilities most often cited by survey respondents as 
critical to organizational performance: 
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Linking risk information to strategic decision making (34%), 

Embedding a risk-aware culture at all levels (34%), 

Embedding risk management practices and responsibilities within strategy and operations 
(30%), 

Ensuring that all decisions, remain within the organization’s risk tolerance (28%), 

Driving risk mitigation activities (28%), and 

Proactively identifying current and emerging risks (28%). 
 

In every case, the survey found a wide gap between the importance placed on these capabilities and 
executives’ assessment of their companies’ performance - even for organizations that have a CRO. 
Follow-up interviews and reinforced the conclusion that most companies still have a long way to go to 
embed a truly successful risk management culture - a culture focused on driving sustainable and 
profitable growth rather than simply protecting against downside losses and operation risks.  
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