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Introduction
Look at any company that has existed for at least fifty years and you will find a story of transformation.  The typical transformation process is one of reaction to changes in the firm's environment.  If the reaction is successful the firm survives.  For example, most of us know Nokia as a leading provider of wireless phones.  What you may not know is that Nokia was formed in 1865 to harvest forest products near the small town of Nokia, Finland.   Over many years the company evolved into the successful firm we know today.[footnoteRef:2]   [2:  In 1975 newly appointed CEO Kari Kairamo began the process of changing the firm's corporate focus from forest products to consumer electronics.  In 1981 Nokia acquired 51% of the Finnish telecommunications company (Telenokia) and begins manufacturing mobile phones in 1986.  Throughout this period Nokia continued to own and operate a variety of businesses including paper, television, printed circuit boards, and tires.  ] 

There are instances, however, where a firm's leadership actively pursues change in an effort to increase the competitiveness of the organization.  The Sealed Air Corporation provides one such example.[footnoteRef:3]  In 1989, less than a year after the firm had embarked on a program to improve manufacturing efficiency and product quality, the company borrowed almost 90% of the market value of its common stock and paid it out as a special dividend to shareholders.  Management purposefully and successfully used the leveraged recapitalization as a watershed event, creating a crisis that disrupted the status quo and promoted internal change.  Internal changes included establishing a new objective, changing compensation systems, and reorganizing manufacturing and capital budgeting processes.  However, even this dramatic transformation was in large part a reaction to the fact that Sealed Air was losing its product patents and was faced with the prospect of entering a very competitive environment for the first time in its existence.  The Enron transformation story is equally dramatic, and its impact may well prove to be longer lasting.  This is the story of the transformation of the Enron Corporation from a natural gas pipeline company into America's most innovative company.   [3:  See Wruck (1994) for a detailed discussion of the Sealed Air recapitalization story.] 

In this paper we describe for the first time the blueprint used by Enron's leadership to transform the company into a dynamic and innovative value creator.  We document the implementation of Enron's business strategy through a series of successful ventures.  These stories document a purposeful transformation of a natural gas pipeline company operating in a regulated industry into the dynamic entrepreneurial enterprise that has literally redefined the power industry and is the leading creator of financial derivative products not only for energy related products but also for new economy products and even the weather.   
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